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This section of Maryland's 2004 Comprehensive Annual
Financial Report is devoted to the lesser known duties and
activities of the Comptroller of Maryland.  We’re calling it
“Did you know?”

For example, did you know:

After collecting taxes, our second most important job is to make paying them
easier? We outline some of the ways in the following pages.

We also make tax paying more equitable through an extensive compliance and
regulatory program that works to make sure that everyone pays his or her fair
share? This includes one rather creative way to embarrass scofflaws into paying.

 We have a very aggressive field inspection program to ensure consistent and
equitable payment of sales and use taxes and to reduce the illegal importation of
cigarettes and alcohol from other states without paying tax — to level the playing
field for our local businesses?

Every year, people discover assets they did not know they had because of an
aggressive marketing program done by the Comptroller’s office?

The Comptroller has several other significant duties besides collecting taxes, such
as estimating revenues?

Also, did you know that hundreds of employees from this agency do extensive
charity work — both as part of the agency’s outreach program and as part of their
own personal volunteer commitments?

These are just some of the lesser-known activities that we’re involved in which are
described in more detail in the following pages.

William Donald Schaefer
Comptroller of Maryland

Did you know?
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During tax filing
season, taxpayer
service staff are
available by phone on
toll free lines until
9:00 p.m.

The cost to process a
paper return is $1.95,
compared with $.38 to
process an electronic
return.

Over the last year,
electronic filing is up
12%, direct deposit
refunds are up 11%,
direct debit payments
are up 37% and
donations to the
Chesapeake Bay and
Endangered Species
Fund income tax
check off are up 8%.

Did you know?

In addition to collecting taxes, the Comptroller adminis-
ters programs to make it easier for taxpayers to file.

Here are just a few of the ways that the

agency makes paying taxes less of a burden:

 More than one-third of personal tax

returns – almost one million — were filed

electronically in 2004.

 The number of taxpayers age 65 and

older who are filing electronically has

increased at twice the rate of other taxpay-

ers filing electronically over the last year.

 Marylanders can file their taxes on line

for free by using iFile on

www.marylandtaxes.com.

 Businesses can take advantage of a free,

online service called bFile to file sales

and withholding returns.

 Taxpayers can pay on line by credit

card through Official Payment

Corporation’s Web site,

www.officialpayments.com or by

calling 1-800-2PAYTAX.

 Filing electronically using direct

deposit to a bank account results in a

refund within 48 hours of receipt.

 People who have overdue taxes can

create a payment plan online.

 The Comptroller’s Web site has an

online calculator to help determine

how much estimated tax is owed.

v



Did you know?

Thousands of people receive a windfall each year, thanks
to the efforts of the Comptroller to locate the owners of
millions of dollars in unclaimed funds and other property.

Financial institutions, utilities, insur-

ance companies and other corporations

are required to report to the

Comptroller’s Office any bank accounts,

security deposits, wages and insurance

benefits and the contents of safe deposit

boxes that are unclaimed after three years

following attempts by the company to

contact the owners.  The Comptroller

takes custody of the accounts until the

owners or their legitimate heirs come

forward to claim the assets.  There is no

statute of limitations.

The Comptroller’s Office works to

locate the rightful owners through

advertising in newspapers, exhibits at

public events like the Maryland State

Fair and mailings based on updated

address data from Internal Revenue

Service records and state vehicle registra-

tion files.

During fiscal year 2004, the

Comptroller’s Office returned $18.2

million in unclaimed assets to legal

owners, exceeding the previous year’s

distribution by 11 percent.  The agency

maintains records on 503,000 accounts

worth more than $217 million, dating

from 1966.

Unclaimed items in the Comptroller’s

care over the years have ranged from a

sock stashed inside a safe deposit box to

$200,000 in proceeds from a real estate

transaction.  Many involve unclaimed

insurance benefits, overlooked paychecks

and even savings accounts created by

college students, only to be forgotten.

Other notable discoveries include a

letter written by Civil War General

Stonewall Jackson, a Nazi military dagger,

a brass opium pipe and valuable coin

collections.  About once a year, the

agency liquidates the most valuable items

at public auctions.

The unclaimed prop-
erty law went into
effect on June 1, 1966.

The oldest unclaimed
item in the
Comptroller’s Office
dates to June 17, 1967.

The agency uses an
appraiser to determine
the value of unclaimed
items before they are
auctioned to the public.

A partial listing of
unclaimed property
may be found on
www.marylandtaxes.com.
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During fiscal year 2004, the

Comptroller’s Office posted on the

agency’s Caught in the Web Internet

page a list of 50 individuals and 50

businesses that owed more than $12.9

million in overdue taxes, penalties and

interest to the state of Maryland.

Despite repeated requests for payment,

none of the individuals or businesses had

responded or tried to create payment

plans with the Comptroller’s Office.

These liabilities are considered part of

public record, since tax liens have already

been filed in each case.

The list includes the owners or respon-

sible officers of businesses who have some

of the largest Maryland tax liabilities for

sales and use tax, employer withholding

and corporate income taxes as well as

individuals who owe personal income

taxes.  None of the tax accounts listed are

in bankruptcy.

Aside from filing liens, the

Comptroller’s Office also prompts

payment from tax delinquents by attach-

ing bank accounts and assets, garnishing

wages, revoking sales tax licenses, holding

up renewal of state issued licenses,

capturing Internal Revenue Service

refunds and deferring state payments if

the taxpayer does business with the state.

Since June 2000, when Comptroller

Schaefer launched Maryland’s Caught in

the Web program, this agency has

collected $12.1 million from 298 of the

state’s largest tax delinquents who have

either paid in full or are currently making

payments.

Did you know?

Maryland’s largest tax delinquents have a page all to
themselves on the Comptroller’s Web site as part of the
agency’s effort to prod scofflaws into paying.

The agency conducted
90 out-of-state tax
audits last year, result-
ing in taxes assessed of
$13.4 million.

A new program allows
people who owe taxes
to create payment plans
on line.

Cigarette smuggling
arrests increased 46%
in FY 2004 over the
previous year.

It’s illegal for residents
to bring more than two
packs of cigarettes or
one quart of alcohol
purchased in another
state into Maryland.
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The tire recycling fee
accounts for $2.2
million of revenue
collected by the state.

Corporate income tax
brings in $447.5 mil-
lion to Maryland’s
coffers, 3.4% of rev-
enues collected.

At $746.2 million, the
motor fuel tax is the
third largest source of
revenue collected by
the Comptroller.

In fiscal 2004, total state revenue was

$22.9 billion, of which 43 percent, or

$9.8 billion, was from taxes collected by

the Comptroller’s Office.

Among the oldest taxes collected by the

agency are those on personal and corporate

income which were enacted in 1937.  By

far, the largest revenue source under the

authority of the Comptroller is personal

income tax which amounted to 63.2

percent of all revenues collected by the

Comptroller. Corporate income taxes for

fiscal year 2004 represented 3.4 percent.

The Comptroller’s second largest

revenue source is the sales and use tax at

22.6 percent of the total collected.

Among those exempt from collecting sales

tax are religious organizations. Other

organizations determined by the Internal

Revenue Service as 501(c)(3) do not pay

sales taxes on purchases but are required

to remit such taxes on items sold by them.

The rate of Maryland’s sales tax has

been increased three times since it was

enacted and set at 2 percent in 1947. In

1959, it was increased to 3 percent, and

10 years later, to 4 percent. The most

recent increase was to 5 percent in 1977.

Though Maryland’s tobacco tax rate is

among the highest in the nation--only 11

states are higher--that source, combined

with alcohol taxes, last year provided only

2.3 percent of the revenues collected by

the Comptroller.

Did you know?

The Comptroller of Maryland collects 15 different taxes,
which account for almost half of all revenue that comes
into the state.

Revenue Sources

Personal income tax

Sales and use tax

Motor fuel tax

Corporation income tax

Alcohol and tobacco taxes

Other taxes

viii



Did you know?

In addition to responsibilities relating to revenue, the
Comptroller has several other official roles.

The Comptroller serves on a three-

person board which estimates the state’s

revenues. The Bureau of Revenue Esti-

mates is a division of the Comptroller’s

Office and is responsible for analyzing

economic conditions and monitoring tax

revenues.  Its projections are critical to

helping state and local governments plan

their budgets.  The Board of Revenue

Estimates also includes the state Trea-

surer and state budget secretary.   Esti-

mates are released each year in March,

September and December.  These reports

contain revenue and economic forecasts

for the upcoming fiscal year.  A panel of

business leaders, economists and corpo-

rate financial officers representing

different state industries meets once a

year to advise the Comptroller.

The office of Comp-
troller of Maryland
was created in 1851 in
response to turbulent
economic times to be
elected by the people
and to provide a check
on the authority of the
state Treasurer.

Maryland is one of only
seven states with a
Triple-A bond rating--
the highest possible--
which it has held for
more than 60 years.

William Donald
Schaefer has served as
chair of the pension
system since 2002.

Between 2003 and
2004, the national
standing of Maryland’s
pension system has
shown significant
improvement, climbing
to the 75th from the 46th

percentile.

As a member of the Board of Public

Works, the Comptroller votes on all state

contracts and leases valued at $200,000 or

more.

The Governor, Treasurer and Comptrol-

ler comprise the Board of Public Works, a

function unique among American states,

which also manages the sale of the state’s

general obligation bonds.  School construc-

tion, highway improvements and property

purchases are among the items voted on by

the board.

The Comptroller is a trustee of the

Maryland State Retirement and Pension

System. The system administers 12 death,

disability and retirement plans for

327,652 active and former state and local

government employees. The system’s board

of trustees, which the Comptroller currently

chairs, directs the management of a multi-

billion dollar investment portfolio; adopts

the actuarial assumptions necessary to fund

the system; approves all disability retire-

ments and adopts rules, regulations, policies

and procedures necessary to administer the

plans.
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When Marylanders pump gasoline into their cars, they
can trust that it’s of the highest quality.

Comptroller William Donald

Schaefer’s enforcement agents inspect

retail fuel stations and suppliers regularly

to help motorists avoid disrupted engine

performance and the costly repairs

substandard fuel can cause.

In fiscal year 2004, agents inspected

4,380 retail fuel stations and suppliers

and 838.3 million gallons of gasoline.

They found more than 750,000 gallons of

substandard gasoline, removed it from the

market and issued “stop sale” notices to

affected station owners until the problem

was resolved.

The findings for fiscal year 2004

represent a 0.1 percent failure rate, which

is a significant improvement over past

years – especially in the 1970s when the

failure rate was 9.6 percent, before the

Where you live in
Maryland determines
whether you use
conventional or refor-
mulated gasoline.

Reformulated gasoline
is a cleaner burning
fuel mandated by the
EPA for use in areas
designated as having
poor air quality.

Gasoline stations in
the more urban areas of
the state, including
Queen Anne’s and
Kent counties, must
sell reformulated
gasoline.

agency’s testing lab opened in 1974.

At retail stations, inspectors draw and

pay for each grade of gasoline and send it

to be tested at the Comptroller’s petro-

leum testing lab in Jessup. However,

sometimes inspectors conduct tests at the

sale site, testing for water and sediment in

storage tanks and screening for octane

level.

Did you know?
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Comptroller employees
sent  $75,222 to the
Maryland Charity
Campaign, represent-
ing 87% participation
and the highest agency
involvement in Mary-
land state government
last year.

The next highest
agency participation
was 25 percentage
points lower than the
Comptroller’s Office.

Comptroller employees
donated $20,000 to
another 25 charities in
the state last year.

Did you know?

Comptroller's office employees gave $95,583 to charities
across the state last year. In addition, thousands of pounds
of food, clothes and school and household supplies were
also donated by workers to area citizens in need.

When William Donald Schaefer

became Comptroller, he shared his

philosophy of “helping people,” with

employees, who enthusiastically adopted

this unique approach to government

services. Workers are encouraged to lend

a hand in making their communities

better. They can participate in volunteer

activities for up to eight hours a month

during work time, a policy which has

contributed to a positive workplace

climate, while improving employee

satisfaction and productivity.

Besides making donations, employees

prepare and serve food to the homeless,

plant flower gardens at senior centers,

mentor young orphans, clean highways

and prepare holiday gifts for needy

families. Additionally, employees volun-

teer at area schools and at Boys and Girls

Clubs.

All the funds donated to these charities

are raised by employees through such

efforts as pizza kit sales, golf outings,

numerous bake sales and creating and

marketing a cookbook. Each year, the

agency reviews its commitments and

considers expanding assistance to other

charities.

xi
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Honorable Members of the General December 3, 2004
Assembly and the Governor,
State of Maryland

The Comprehensive Annual Financial Report (CAFR) of the State of Maryland, for the fiscal year ended 
June 30, 2004, submitted herewith, includes financial statements of the State of Maryland as well as information
required by Title 2, Section 102 of the State Finance and Procurement Article of the Annotated Code of Maryland.
Responsibility for both the accuracy of the presented data and the completeness and fairness of the presentation,
including all disclosures, rests with the Office of the Comptroller.

The statutes of the State require an audit of every unit of the Executive and Judicial branches of government,
including the Comptroller of Maryland’s records, by the Legislative Auditor at least every three years.  The
Legislative Auditor is required to be and is a certified public accountant.  The Legislative Auditor makes fiscal,
compliance and performance audits of the various agencies and departments of the State and issues a separate
report covering each of those audits. Although certain of those reports include presentations of detailed finan-
cial data and contain expressions of opinion thereon, the audits are usually not made for that purpose.  The pri-
mary purpose of the reports is to present the Legislative Auditor’s findings relative to the fiscal management of
those agencies and departments.

Additionally, my office requires an audit of the State’s basic financial statements by a firm of independent
auditors selected by an audit selection committee composed of members from the Executive and Legislative
branches of State government.  This requirement has been complied with, and the opinion of Ernst & Young LLP,
has been included in the financial section of this report.  In addition, Ernst & Young LLP performs an audit to
meet the requirements of the Office of Management and Budget (OMB) Circular A-133, “Audits of States, Local
Governments and Non-Profit Organizations,” and such information is contained in another reporting package.

The State has issued guidelines to its agencies for establishing effective internal controls.  As a recipient of
federal assistance, the State is responsible for ensuring compliance with laws and regulations related to such
assistance. This compliance is accomplished through the internal control guidelines.

The accompanying financial statements include all funds of the State of Maryland (primary government), as
well as all component units.  Component units are legally separate entities for which the primary government
is financially accountable.  The various colleges and universities and the Maryland Stadium Authority are
reported as major discretely presented component units.  The Maryland Industrial Development Financing
Authority, the Maryland Food Center Authority, the Maryland Environmental Service and the Maryland Prepaid
College Trust are combined and presented as non-major component units.

Accounting principles generally accepted in the United States require that management provide a narrative
introduction, overview and analysis to accompany the basic financial statements in the form of Management’s
Discussion and Analysis (MD&A).  This letter of transmittal is designed to complement MD&A and should be
read in conjunction with it.  Management’s Discussion and Analysis can be found immediately following the
report of the independent auditors.

William Donald Schaefer
Comptroller

John D. Kenney
Director

General Accounting Division
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BACKGROUND INFORMATION ON THE STATE

Maryland ratified the United States Constitution on April 28, 1788.  Its capital is Annapolis, where the prin-
cipal activities of state government are centered.  The State’s 2003 population was 5.5 million, and Maryland
ranks 42nd among the states in land area with 9,774 square miles.  The largest city is Baltimore with a 2003 pop-
ulation of 629,000 (2.6 million for the primary metropolitan statistical area).  Its employment is based largely in
services, trade and government.  These sectors, along with finance, insurance and real estate are the largest con-
tributors to the gross state product.  The State has a bicameral legislature, the General Assembly, composed of
the Senate with 47 members and the House of Delegates with 141 members.  The General Assembly meets annu-
ally for a 90-day session beginning on the second Wednesday in January.

The Maryland Constitution requires the Governor to submit to the General Assembly a balanced budget for
the following year.  The General Assembly cannot increase the budget except in certain organizational units.  The
budget currently uses a legally mandated budgetary fund structure.  Each state agency is provided appropria-
tions at a program level, which is the level at which expenditures cannot legally exceed the appropriations.  The
State also utilizes an encumbrance system to serve as a tool for managing available appropriations.  Maryland
maintains its accounts to conform with the legally mandated budget and also to comply with generally accept-
ed accounting principles.  Financial control is generally exercised under the budgetary system.

There is a Spending Affordability Committee which consists of certain designated officers of the General
Assembly and other members as may be appointed by the President of the Senate and the Speaker of the House
of Delegates.  Each year the Committee must submit a report to the General Assembly’s Legislative Policy
Committee and to the Governor recommending the level of State spending, the level of new debt authorization,
the level of State personnel, and the use of any anticipated surplus funds.

Also, the General Assembly created a Capital Debt Affordability Committee, the members of which are the
Treasurer, the Comptroller, the Secretary of Budget and Management, the Secretary of Transportation, and one
person appointed by the Governor.  This Committee is required to submit to the Governor by September 10 of
each year an estimate of the maximum amount of new general obligation debt that prudently may be author-
ized.  The Committee’s recent reports encompass all tax supported debt, including in addition to general obli-
gation debt, bonds issued by the Department of Transportation, bonds issued by the Maryland Stadium
Authority and capital lease transactions.  Although the Committee’s responsibilities are advisory only, the
Governor is required to give due consideration to the Committee’s finding in preparing a preliminary allocation
of new general obligation debt authorizations for the next ensuing fiscal year.

INFORMATION ON THE STATE’S ECONOMIC CONDITION

By most measures, Maryland’s economy has outperformed the national economy over the past five years.
This year has been no exception, and the trend looks set to continue in the near future.  Assisted by a strong fed-
eral government presence and relative lack of manufacturing, employment in the State did not decline during
or after the recent recession.  Growth of 0.4% and 0.2% in 2002 and 2003 was modest at best, though respectable
when compared to national declines of 1.1% and 0.3%.  While the State’s unemployment rate has risen from the
unprecedented low of 3.5% achieved in 1999 by a full percentage point to 4.5% in 2003, the national unemploy-
ment rate has risen from 4.2% to 6.0% over the same period.  Personal income, wage and salary income, sales,
and prices of existing single-family homes have all grown faster from 1998 to 2003 in Maryland than nationwide,
while bankruptcies and the number of unemployed have grown slower.
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The following chart shows the State’s personal income growth over the previous ten years compared with
the national average

Source: U.S Department of Commerce, Bureau of Economic Analysis

Maryland’s economy has accelerated throughout 2004, with year-over-year employment growth stronger in
every month than the month before, except for August (the latest data available). In fact, employment in the State
has accelerated in 14 of the past 18 months, stretching back to March 2003.  Personal income growth has accel-
erated for five consecutive quarters through the second quarter of 2004, while wage and salary income has accel-
erated in four of the five quarters, slowing to a still respectable 5.6% growth in the second quarter of this year.

At 1.3% through most of 2004, Maryland has the fifteenth fastest rate of employment growth; ten of the
faster-growing states are in the West–generally states which are much more natural-resources oriented than is
Maryland.  The State’s recovery has been broad-based, with seven of ten major industries showing accelerating
growth in 2004.  Currently, employment in information services and construction are booming, with 8.5% and
5.2% year-over-year growth in August; only manufacturing and government employment are still shrinking,
both at a 0.8% rate, although manufacturing is showing a marked improvement from 6.9% and 5.8% declines in
2002 and 2003.  

Maryland’s economy is set to improve over the coming eighteen months.  Forecasts are calling for a gener-
ally-improving national economy; one of the few major risks to the national outlook, that of sustained high oil
prices, is likely to have a disproportionately light impact on the State.  There currently appear to be no particu-
lar risks specific to Maryland’s economy on the horizon, save the unquantifiable possibility of another terrorist
attack.  While the economy won’t show as much improvement in the foreseeable future as it did in the past year,
it will show sustained strong performance and will continue to outgrow the national economy.

The State’s budget situation has been much worse and much longer than the federal government’s.  Several
years of hundreds of millions of dollars of budget actions simply to balance the budget have taken their toll on
State government employment.  A hiring freeze was put into place in late 2001; while it was relaxed in mid-2003,
it still exists.  The number of authorized positions in the State budget for fiscal year 2005 is slightly lower than
that which existed for fiscal year 2001.  As the fiscal situation of the State will remain very tight until at least fis-
cal year 2009, any growth in State employment will be marginal at best.

Maryland’s economy is well-positioned for the next few years.  Total employment is expected to grow by
over 1.5% in 2004, led by the resurgent professional and business services sector, the very consistent education
and health services sector, and the construction sector; the end of steep declines in manufacturing and informa-

Personal Income
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tion services will also help.  In 2005, as growth in construction tapers off, solid economic growth will lead to gains
in trade and transportation employment, and further acceleration in the professional and business services
industry.  Total employment growth will approach 2% for both 2005 and 2006; while well below the growth rates
achieved in the late 1990s, growth at this rate represents strong, sustainable growth for Maryland’s 
economy.

Source: Bureau of Revenue Estimates of the Maryland State Comptroller’s Office, June 30, 2004.

MAJOR BUDGETARY INITIATIVES

Continuing reductions in the rate of growth of ongoing revenues and large expenditure increases in some
areas have combined to create a projected budget deficit in the operating budget for the year ending June 30,
2005.  Funding for primary and secondary education grew by a record $326 million (10%) over last year’s fund-
ing total.  The increase results from the full funding of this year’s increase for the Bridge to Excellence in Public
Schools Act.  Medicaid is the second largest increase, $302 million (8%) more than the fiscal year 2004 appropri-
ation in total funds.  Enrollment in Maryland’s standard Medicaid program will increase by approximately 4.5%
in 2005.  In addition, the 2005 budget includes funds to more than triple the number of elderly Marylanders cov-
ered by the new Pharmacy Discount Program in 2004.  Eligible Medicare members may purchase prescription
drugs at 65% of the discounted Medicaid price.

Some new revenue sources were identified for budget year 2005 to close the projected deficit, although no
general tax increases were adopted. The largest source of funds for deficit reduction will come from one-time
fund balance transfers.

 

 

 

 

Employment By Sector
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In addition, the 2005 capital budget includes $364 million to construct new and improve existing facilities 
for public and higher education; $226 million to upgrade water and wastewater infrastructure, preserve 
agricultural and open space land, restore the Chesapeake Bay ecosystem, and improve hospitals and communi-
ty health centers; and  $75 million to build and improve public safety facilities, primarily State and local correc-
tional facilities.  The rate for property taxes, which are used exclusively for the payment of debt service, was
raised to 13.2 cents per $100 of assessed value on real property in fiscal year 2004 and maintained for fiscal year
2005, up from 8.4 cents in fiscal year 2003.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the State of Maryland for its Comprehensive
Annual Financial Report for the fiscal year ended June 30, 2003.  The Certificate of Achievement is a prestigious
national award recognizing conformance with the highest standards for preparation of state and local govern-
ment financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized comprehensive annual financial report.  This report must satisfy both generally accepted
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only.  The State of Maryland has received a
Certificate of Achievement for the last 23 consecutive years (fiscal years ended 1980-2003).  We believe that our
current comprehensive annual financial report continues to conform to the Certificate of Achievement Program
requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a timely basis could not have been
accomplished without the efforts and dedication of the staff of the General Accounting Division with assistance
from other personnel from the various departments and agencies of the State.

I will be pleased to furnish additional information on the State’s finances upon request.

Sincerely,

William Donald Schaefer,
Comptroller of Maryland
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Report of Independent Auditors

The Honorable William D. Schaefer
Comptroller of Maryland

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the State
of Maryland, as of and for the year ended June 30, 2004, which collectively comprise the State’s basic financial statements as
listed in the table of contents.  These financial statements are the responsibility of the State of Maryland’s management.  Our
responsibility is to express opinions on these financial statements based on our audit.

We did not audit the financial statements of (1) Economic Development – Loan Programs; (2) Maryland State Lottery
Agency; (3) Maryland Transportation Authority; (4) Economic Development – Insurance Programs; (5) State Use Industries;
(6)-certain foundations included in the higher education component unit (7) Maryland Environmental Service; (8) Maryland
Industrial Development Financing Authority; (9) Maryland Food Center Authority; (10) Maryland Local Government
Investment Pool, (11) State Retirement and Pension System of Maryland, (12) Maryland Transit Administration Pension Plan
and (13) Deferred Compensation Plan which represent the percentages of the assets, net assets and revenues or additions of
the opinion units listed below.

Percentage of Opinion Unit

Total Net Total Revenues
Total Assets Assets or Additions

Business-type activities:
Economic Development – Loan Programs 52.81 38.46 8.59
Maryland State Lottery Agency 3.97 .28 53.67
Maryland Transportation Authority 31.69 38.94 12.54
Economic Development – Insurance Programs .06 2.11 .21
State Use Industries .22 .61 1.37

88.74 80.40 76.38
Major Funds:
Economic Development – Loan Programs 100 100 100
Maryland State Lottery Agency 100 100 100
Maryland Transportation Authority 100 100 100

Aggregate Discretely Presented Component Units:
Higher Education 11.17 17.50 5.40
Maryland Environmental Service 1.21 .19 1.93
Maryland Industrial Development Financing Authority .58 .82 .04
Maryland Food Center Authority .34 .53 .11

13.30 19.04 7.48
Aggregate Remaining Fund Information:
Economic Development – Insurance Programs .27 .25 .03
State Use Industries .07 .07 .23
Maryland Local Government Investment Pool 4.28 4.84 29.77
State Retirement and Pension System of Maryland 85.99 89.03 32.92
Maryland Transit Administration Pension Plan .23 .25 .21
Deferred Compensation Plan 4.69 5.30 2.80

95.53 99.74 65.96

Those financial statements were audited by other auditors whose reports thereon have been furnished to us, and our
opinion, insofar as it relates to the amounts included for the above-mentioned funds and component units, is based on the
reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States.  Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial statement presentation.  We believe that our audit and the
reports of other auditors provide a reasonable basis for our opinions.
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As described in Note 1, the State has implemented GASB Statement No 39, Determining Whether Certain Organizations
are Component Units, an amendment of GASB Statement No. 14, GASB Statement No. 44, Economic Condition Reporting:
The Statistical Section and Technical Bulletin 2004-1 Tobacco Settlement Recognition and Financial Reporting Entity Issues,
and restated certain capital asset balances as of July 1, 2003.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the State
of Maryland, as of June 30, 2004, and the respective changes in financial position and cash flows, where applicable, thereof
for the year then ended in conformity with accounting principles generally accepted in the United States.

The management’s discussion and analysis, required supplemental schedules of funding progress for the Pension and
Retirement System and for the Maryland Transit Administration Pension Plan, and the respective budgetary comparison for
the budgetary general, special and federal funds as listed in the table of contents are not a required part of the basic finan-
cial statements but are supplementary information required by the Governmental Accounting Standards Board.  We and the
other auditors have applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the required supplementary information.  However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
State of Maryland’s basic financial statements.  The combining financial statements and schedules listed in the table of con-
tents are presented for purposes of additional analysis and are not a required part of the basic financial statements.  The com-
bining financial statements and schedules have been subjected to the auditing procedures applied by us and the other audi-
tors in the audit of the basic financial statements and, in our opinion, based on our audit and the reports of other auditors,
are fairly stated in all material respects in relation to the basic financial statements taken as a whole. The introductory and
statistical sections of this report and the financial schedules required by law have not been subjected to the auditing proce-
dures applied by us and the other auditors in the audit of the basic financial statements and, accordingly, we express no opin-
ion on them.

December 3, 2004
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STATE OF MARYLAND

Management’s Discussion and Analysis

Management of the State of Maryland provides this narrative overview and analysis of the financial activi-
ties of the State for the fiscal year ended June 30, 2004.  Please read it in conjunction with the Comptroller’s let-
ter of transmittal, which can be found in the Introductory Section of this report and the State’s financial state-
ments which follow this section.

Financial Highlights

Government–wide

• Maryland reported net assets of $15.1 billion and $14.7 billion for fiscal years 2004 and 2003, respectively.

• Of this amount, a deficit of $319 million was reported as total unrestricted net assets, which includes a $1.5
billion deficit balance in governmental activities and $1.2 billion balance in business-type activities.

• The State’s total net assets increased by $278 million as a result of this year’s operations. The net assets for
governmental activities increased by $152 million (1.4%) while net assets of business-type activities
increased by $126 million (3.2%). The restatement of beginning fund balance from the recognition of the
receivable and revenues related to tobacco sales was $74 million.

• The State’s governmental activities had total revenues of $20.1 billion, total expenses of $20.4 billion and
net transfers from business-type activities of $436 million for a net increase of $152 million.

• Business-type activities had total expenditures of $2 billion, program revenues of $2.6 billion, general 
revenues of $6 million, and transfers out of $436 million for a net increase in net assets of $126 million.

• Total State revenues were $22.7 billion, while total costs for all programs were $22.4 billion.

Fund Level

• Governmental funds reported a combined fund balance of $1.9 billion, an increase of $182 million (10%)
from the prior year.

• The General Fund reported an unreserved, designated fund balance of $127 million compared to an unre-
served fund balance deficit of $110 million last year, an increase of $237 million.  The total unreserved fund
balance deficit in the governmental funds was $25 million, a smaller deficit than the unreserved fund bal-
ance deficit of $107 million in the prior year.

• Governmental funds reported a total reserved fund balance of $2 billion, of which, $513 million was in the
“State Reserve Fund” and available for future needs.

Long-term Debt

• Total bonds and obligations under long term leases at year end were $8.9 billion, a net increase of $199 
million (2.3%) over the prior year.

• $500 million General Obligation Bonds were issued during the year. In addition, the Department of
Transportation issued $396 million in bonds during the year, $76 million of which were refunding bonds.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the State of Maryland’s basic financial
statements.  The State’s basic financial statements comprise three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains 
additional required supplementary information and other supplementary information in addition to the basic
financial statements.

Government-wide Financial Statements (Reporting the State as a Whole)

The government-wide financial statements provide a broad overview of the State’s operations in a manner
similar to a private-sector business.  The statements provide both short-term and long-term information about
the State’s financial position, which assists readers in assessing the State’s economic condition at the end of the
fiscal year.  The statements include all fiscal year revenues and expenses, regardless of whether cash has been
received or paid.  The government-wide financial statements include the following two statements.
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The Statement of Net Assets presents all of the State’s assets and liabilities, with the difference between the two
reported as “net assets”.  Over time, increases and decreases in the State’s net assets may serve as a useful indi-
cator of whether the financial position of the State is improving or deteriorating. 

The Statement of Activities presents information showing how the State’s net assets changed during the most
recent fiscal year.  All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are reported in this state-
ment for some items that will not result in cash flows until future fiscal periods (such as uncollected taxes and
earned but unused vacation leave).  This statement also presents a comparison between direct expenses and pro-
gram revenues for each function of the State.

Both of the above financial statements distinguish between three types of state programs or activities.  These
three types of activities are as follows.

Governmental Activities - The activities in this section are typically supported by taxes and intergovernmental
revenues, i.e., federal grants.  Most services normally associated with State government fall into this category,
including the Legislature, Judiciary, and the general operations of the Executive Department.

Business-Type Activities – These functions normally are intended to recover all or a significant portion of their
costs through user fees and charges to external users of goods and services.  These business-type activities of the
State include insurance and loan programs for economic development, the Unemployment Insurance Program,
the Lottery, the Transportation Authority and State Use Industries, a program which constructs office furnish-
ings utilizing the prisons’ inmate population.

Discretely Presented Component Units – The government-wide statements include operations for which the
State has financial accountability, but are legally separate entities.  Financial information for these component
units is reported separately from the financial information presented for the primary government.  The compo-
nent unit activities include Higher Education, the Maryland Stadium Authority and other non-major proprietary
activities.  All of these entities operate similarly to private sector business and to the business-type activities
described above.  The component unit Higher Education consists of the University System of Maryland, Morgan
State University, St. Mary’s College and Baltimore City Community College and certain affiliated foundations.
The non-major component units include the Maryland Food Center Authority, Maryland Environmental Service,
Maryland Industrial Development Financing Authority, and the Maryland Prepaid College Trust.

Complete financial statements of the individual component units can be obtained from the Comptroller of
Maryland, LLG Treasury Building, Annapolis, Maryland 21404.

This report includes two schedules (pages 29 and 31) that reconcile the amounts reported on the govern-
mental fund financial statements (modified accrual accounting) with governmental activities (accrual account-
ing) on the appropriate government-wide statements. The following summarizes the impact of transitioning
from modified accrual to accrual accounting:

• Capital assets used in governmental activities are not reported on governmental fund  statements.

• Certain tax revenues that are earned, but not available, are reported as deferred revenue on the govern-
mental fund  statements.

• Other assets that are not available to pay for current period expenditures are deferred in governmental
fund statements, but not deferred on the government-wide statements.

• Deferred bond issuance costs are capitalized and amortized as governmental activities, but reported as
expenditures in the governmental fund statements.

• Unless due and payable, long-term liabilities, such as capital lease obligations, compensated absences, lit-
igation, bonds and notes payable, and others only appear as liabilities in the government-wide statements.

• Capital outlays result in capital assets on the government-wide statements, but are reported as expendi-
tures on the  governmental fund statements.

• Bond and note proceeds result in liabilities on the government-wide statements, but are recorded as other
financing sources on the governmental fund statements.

• Certain other outflows represent either increases or decreases in liabilities on the government-wide state-
ments, but are reported as expenditures on the governmental fund statements.

The government-wide financial statements can be found on pages 24-27 of this report.
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Fund Financial Statements 

A fund is a grouping of related accounts that is used to maintain control over resources that have been seg-
regated for specific activities or objectives. The State, like other state and local governments, uses fund account-
ing to ensure and demonstrate compliance with finance-related legal requirements. The State’s funds can be
divided into three categories: governmental, enterprise, and fiduciary. Each of these categories uses a different
accounting approach.

Governmental funds – Most of the basic services provided by the State are financed through governmental
funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial state-
ments, the governmental fund financial statements focus on near-term inflows and outflows of spendable
resources and on the balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating the State’s near-term financing requirements. These statements provide a detailed
short-term view of the State’s finances that assists in determining whether there will be adequate financial
resources available to meet the current needs of the State.

Because the focus of governmental funds is narrower than that of the government-wide financial statements,
it is useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better under-
stand the long-term impact of the State’s near-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. These rec-
onciliations are presented on the pages immediately following the governmental funds financial statements.

The State maintains five governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances
for the general fund and the Department of Transportation-special revenue fund, both of which are considered
to be major funds. Data from the remaining three governmental funds are combined into a single, aggregated
presentation. Data for the non-major governmental funds, namely, the debt service fund for general obligation
bonds, the debt service fund for transportation revenue bonds and the capital projects fund, is provided in the
form of combining statements elsewhere in this report. These funds are reported using modified accrual
accounting, which measures cash and all other assets which can be readily converted to cash. The basic govern-
mental funds financial statements can be found on pages 28-31 of this report.

Enterprise funds – Enterprise funds are used to show activities that operate similar to activities of commercial 
enterprises. Because these funds charge fees for services provided to outside customers including local govern-
ments, they are known as enterprise funds. Enterprise funds provide the same type of information as the gov-
ernment-wide financial statements, only in more detail. There is no reconciliation needed between the govern-
ment-wide financial statements for business-type activities and the enterprise fund financial statements, because
they both utilize accrual accounting; the same method used for businesses in the private sector.  

The State has six enterprise funds, four of which are considered to be major enterprise funds. These funds are:
Economic Development - Loan Programs, the Unemployment Insurance Program, the Lottery Agency, and the
Transportation Authority. Data for the non-major enterprise funds, Economic Development - Insurance
Programs and State Use Industries, are combined into a single aggregated presentation. Individual fund data for
these non-major enterprise funds is provided in the form of combining statements elsewhere in this report.

The basic enterprise funds financial statements can be found on pages 34-39 of this report.

Fiduciary funds – Fiduciary funds are used to account for resources held for the benefit of parties outside the
state government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of these funds are restricted in purpose and are not available to support the State’s own programs.
Fiduciary funds use accrual accounting.

The State’s fiduciary funds include the Pension and Other Employee Benefits Trust Funds, the Investment
Trust Fund and Agency Funds. The Pension and Other Employee Benefits Trust Funds consist of the Retirement
and Pension System, the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan.
The Investment Trust Fund accounts for the transactions, assets, liabilities and fund equity of an external invest-
ment pool. Agency funds account for the assets held for distribution by the State as an agent for other govern-
mental units, organizations or individuals. Individual fund detail for the fiduciary funds can be found in the
combining financial statements. 

The basic fiduciary funds financial statements can be found on pages 40-41 of this report.
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Combining Financial Statements, Component Units – The government-wide financial statements present infor-
mation for the component units in a single aggregated column in the Statement of Net Assets and Statement of
Activities. Combining Statement of Net Assets and Combining Statement of Revenues, Expenses, and Changes
in Fund Net Assets have been provided for the Component Unit Proprietary Funds and provide detail for each
major proprietary component unit, with a combining column for the non-major component units. Individual
financial statement information for the non-major component units is provided elsewhere in this report.

The combining financial statements for the component units can be found on pages 44-46 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and the fund financial statements. The notes to the financial statements can be found on pages
48-80 of this report.

Required Supplementary Information

The required supplementary information includes budgetary comparison schedules for the budgetary gen-
eral, special revenue and federal funds, along with a reconciliation of the statutory and Generally Accepted
Accounting Principles (GAAP) fund balances at fiscal year end. This report also presents certain required sup-
plementary information concerning the State’s progress in funding its obligation to provide pension benefits to
its employees and includes a footnote concerning budgeting and budgetary control. Required supplementary
information immediately follows the notes to the financial statements. 

Other Supplementary Information

Combining Financial Statements

The combining financial statements referred to earlier in connection with non-major governmental, enter-
prise, and fiduciary funds and non-major component units are presented immediately following the required
supplementary information.

Government-Wide Financial Analysis

The State’s combined net assets (government and business-type activities) totaled $15.1 billion at the end of
2004, compared to $14.7 billion at the end of the previous year, an increase of $352 million or 2% during the cur-
rent fiscal year. This increase reflects the restatement of beginning fund balance of $74 million in addition to the
improvement in revenues, mainly the various types of taxes, while the growth in expenses was contained.

Net Assets as of June 30, 2004
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2004 2003 2004 2003 2004 2003

Current and other assets $ 6,431 $ 5,755 $5,793 $6,037 $12,224 $11,792 
Capital assets 16,059 15,358 1,471 1,428 17,530 16,786 

Total assets 22,490 21,113 7,264 7,465 29,754 28,578 
Long-term liabilities 6,496 5,749 3 792 6,499 6,541 
Other liabilities 4,989 4,585 3,176 2,714 8,165 7,299 

Total liabilities 11,485 10,334 3,179 3,506 14,664 13,840 
Net assets:
Invested in capital
assets, net of related debt 11,937 11,943 1,332 1,231 13,269 13,174 
Restricted 584 378 1,556 1,519 2,140 1,897 
Unrestricted (1,516) (1,542) 1,197 1,209 (319) (333)

Total net assets $11,005 $10,779 $4,085 $3,959 $15,090 $14,738 

The largest portion of the State’s net assets, $13.3 billion, reflects investment in capital assets such as land,
buildings, equipment, and infrastructure, less any related debt to acquire those assets that is still outstanding.
The State uses these capital assets to provide services to citizens. Consequentially, these assets are not available
for future spending. Although the State’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

In addition, a portion of the State’s net assets, $2.1 billion, represents resources that are subject to external
restrictions or enabling legislation on how they may be used. The remaining deficit balance of unrestricted net
assets, $319 million, reflects the State’s ongoing expenses exceeding revenues.



The following condensed financial information was derived from the government-wide Statement of
Activities and reflects how the State’s net assets changed during the fiscal year.

Changes in Net Assets

For the Year Ended June 30, 2004
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2004 2003 2004 2003 2004 2003

Revenues:
Program revenues:

Charges for services $ 2,017 $ 1,654 $2,407 $2,164 $ 4,424 $ 3,818 
Operating grants and 

contributions 5,205 4,844 130 136 5,335 4,980 
Capital grants and 

contributions 719 722 58 40 777 762 
General revenues:

Income taxes 5,519 5,108 5,519 5,108
Sales and use taxes 2,945 2,720 2,945 2,720 
Motor vehicle taxes 1,793 1,694 1,793 1,694 
Other taxes 1,852 1,545 1,852 1,545 
Unrestricted investment

earnings 48 63 6 14 54 77 
Total revenues 20,098 18,350 2,601 2,354 22,699 20,704 

Expenses:
General government 598 665 598 665 
Health and mental hygiene 6,090 5,592 6,090 5,592 
Education 4,872 4,230 4,872 4,230 
Aid for higher education 1,081 1,555 1,081 1,555 
Human resources 1,586 1,634 1,586 1,634 
Public safety 1,398 1,338 1,398 1,338 
Transportation 1,839 1,694 1,839 1,694 
Judicial 440 429 440 429 
Labor, licensing and regulation 176 183 176 183 
Natural resources and recreation 170 168 170 168 
Housing and community

development 202 204 202 204 
Environment 85 95 85 95 
Agriculture 46 85 46 85 
Business and economic 

development 59 43 59 43 
Intergovernmental grants 1,461 1,422 1,461 1,422 
Interest 279 251 279 251 
Economic development

insurance programs (5) 3 (5) 3 
Economic development

loan programs 200 274 200 274 
Unemployment insurance program 582 634 582 634
State Lottery 928 884 928 884 
Transportation Authority 300 359 300 359 
State Use Industries 34 38 34 38 

Total expenses 20,382 19,588 2,039 2,192 22,421 21,780 
Increase (decrease) in net 

assets before transfers
and special items (284) (1,238) 562 162 278 (1,076)

Transfers and special items 436 523 (436) (409) 114 
Change in net assets 152 (715) 126 (247) 278 (962)
Net assets - beginning, as restated 10,853 11,494 3,959 4,206 14,812 15,700 
Net assets - ending $11,005 $10,779 $4,085 $3,959 $15,090 $14,738 
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Governmental Activities

Governmental activities in fiscal year 2004 resulted in an increase to the State’s net assets of $152 million,
compared to a net decrease of $715 million for the prior year. This increase occurred primarily because revenues
increased by $1.7 billion or 9%, while expenses increased by $794 million or 4%. The revenue increase was pri-
marily due to an increase in taxes of $1 billion and charges for services of $363 million. Overall, the increase in
expenses was primarily due to increases in education of $642 million, health and mental hygiene of $498 million
and transportation of $145 million. These increases were partially offset by a decrease in aid to higher education
of $474 million.

Business-type Activities

Business-type activities increased the State’s net assets by $562 million before transfers of $436 million to 
governmental activities. Key elements of this increase are as follows:

• The Unemployment Insurance Program had an increase of $199 million (68%) in charges for services over
the prior year due to a legislatively mandated surcharge on all employers effective January 1, 2004. This
provided an increase of $33 million to net assets compared to a net decrease of $184 million for the prior
year. 
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• Lottery tickets sales increased $73 million or 5.5% to $1.4 billion. The increase to net assets before transfers
to the general fund was $468 million, an increase of $29 million or 6.6% over the prior year. The increase
in sales was attributable primarily to growth of the Mega Millions game and the instant games.

• Charges for services of the Transportation Authority increased by $51 million (25%) due to the doubling of
the toll costs of certain tunnels and bridges. Also, operation and maintenance of facilities expenses decreased
by $48 million (18%) due to the completion of the painting of the Bay Bridge and other projects. The change
in net assets was an increase of $26 million compared to a net decrease of $82 million for the prior year.

Financial Analysis of the State’s Funds

As of the end of the current fiscal year, the State’s governmental funds reported a combined fund balance of $1.9
billion, an increase of $182 million from the prior year. The combined fund balance includes $127 million in unre-
served, designated fund balance, in the general fund and a deficit of $152 million in unreserved, undesignated fund
balance. The remainder of the fund balance is reserved to indicate that it is not available for new spending because it
has been committed to: 1) liquidate contracts and purchase orders of the prior period, $686 million; 2) fund prepaid
and inventory items, $485 million; 3) restricted revenue carry forwards, $226 million; and 4) reserve for various loans,
construction projects, and debt service, $41 million. In addition, $513 million of the reserved fund balance is in the
“State Reserve Fund,” and is set aside to meet future financial needs. The unreserved, designated fund balance, plus
the amount in the State Reserve Fund, is approximately 3% of the total annual expenditures in governmental funds,
compared with 2% for the prior year.

General Fund

The general fund is the major operating fund of the State. At the end of the current fiscal year, the designated fund
balance of the general fund was $127 million, while total fund balance reached $1.5 billion. The fund balance of the
State’s general fund increased by $305 million during 2004, compared to a decrease of $450 million for 2003. General
fund revenues increased by $1.3 billion (7.7%) over the prior year, primarily due to increases in income and sales taxes
of $420 million (8%) and $228 million (8%), respectively. These increases reflect the improvement in the State's econo-
my. Federal revenues increased by $373 million (7%) primarily due to matching funds received as a result of increased
spending for Medicaid. Other licenses and fees increased by $211 million or 28% due to the "Maryland Health
Insurance Plan", a new program which includes health insurance and a senior prescription drug program for the med-
ically uninsurable and underinsured individuals and which is funded primarily from fees paid by hospitals and indi-
viduals. In addition, the filing fees for corporations were increased and filing fees for real property transactions
increased due to increased volumes. 

EXPENSES AND PROGRAM REVENUES - BUSINESS-TYPE ACTIVITIES
(Expressed in Millions)
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General fund expenditures increased by $780 million or 5%. Although expenditures for most functions remained
stable or decreased, expenditures for health and mental hygiene and education increased by $519 million (8%) and
$311 million (7%), respectively, due to increased Medicaid costs, the new Maryland Health Insurance Plan costs and
increased support for public school education.

Transfers out were $173 million compared to $429 million for the prior year. This decrease was due primarily to a
decrease in general fund transfers for debt service and capital projects. Support for debt service was provided through
the transfer of bond sale premiums and an increase in the property tax rate.

Special Revenue Fund

The Maryland Department of Transportation special revenue fund accounts for resources used for operation
other than debt service and pension activities of the State’s transportation activities. The fund balance of the
Department’s special revenue fund is $356 million, an increase of $119 million (50%) over the prior fiscal year.
Key factors to this increase were an overall increase in revenues collected of $280 million (9%), primarily from
motor vehicle taxes and fees and charges for services. This increase in revenues was offset by a decrease in other
sources and uses of $134 million (38%), primarily due to an increase in transfers out and a decrease in bonds
issued.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget and the final budget and the actual
expenditures for the year are summarized as follows:

Overall, the change between the original and final general fund budget was a decrease of $252 million or
2.4%. This decrease was primarily the result of cost containment measures throughout the State. The principal
variance, $88 million for the State Police, was due to the attainment of federal funds through the Federal Tax
Relief Act. This revenue was used to decrease the general fund appropriations. Major differences between the
final budget and actual expenditures were the result of encumbrances for additions and improvements to build-
ings for the Legislature and the Judiciary and for various multi-year projects related to information technology,
financing programs of the Departments of Business and Economic Development and Environment. The actual
general fund expenditures during the year were $198 million less than the final general fund budget. Of this
amount, $49 million was returned to the general fund, and the remaining $149 million was encumbered for
future spending.

Capital Asset and Debt Administration

Capital assets

At June 30, 2004, the State had invested $17.5 billion (net of accumulated depreciation) in a broad range of
capital assets (see table below). Depreciation expense for the fiscal year totaled $883 million ($829 million for
governmental activities and $54 million for business-type activities). The increase in the State’s investment in
capital assets, net of depreciation expense, for the current fiscal year was 4.4% (4.6 % for governmental activities
and 3% for business-type activities).

Capital Assets as of June 30, 
(Net of Depreciation, Expressed in Millions)

Governmental Business-type Primary Government
Activities Activities Total

2004 2003 2004 2003 2004 2003

Land and improvements $2,417 $2,386 $108 $105 $2,525 $2,491 
Art and historical treasures 27 27 27 27 
Construction in progress 2,447 2,232 2,447 2,232 
Structures and improvements 3,087 2,827 1 3,087 2,828 
Equipment 795 797 13 15 808 812 
Infrastructure 7,286 7,089 1,350 1,307 8,636 8,396 

Total $16,059 $15,358 $1,471 $1,428 $17,530 $16,786 

Major capital asset events during the current fiscal year included continued construction at the Baltimore
Washington International Airport and for various transportation projects, the preservation of agricultural and
open space land through the purchase of easements, the lease/purchase of electronic voting machines, improve-
ments to the statewide telecommunications network, energy efficiency improvements in State buildings and
building improvements by the Department of Public Safety.
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Additional information on the State’s capital assets can be found in footnote 10 of this report.

Long-term debt

The State is empowered by law to authorize, issue and sell general obligation bonds, which are backed by the
full faith and credit of the State. The State also issues dedicated revenue bonds for the Department of
Transportation and various business-type activities. The payment of bond principal and interest on revenue
bonds comes solely from revenues received from the respective activities. This dedicated revenue debt is not
backed by the State’s full faith and credit.

At June 30, 2004, the State had outstanding bonds totaling $8.2 billion. Of this amount $4.1 billion were gen-
eral obligation bonds, backed by the full faith and credit of the State. The remaining $4.1 billion was secured sole-
ly by the specified revenue sources.

Outstanding Bonded Debt as of June 30,
(Expressed in Millions)

Governmental Business-type
Activities Activities Total

2004 2003 2004 2003 2004 2003

General Obligation Bonds 
(backed by the State) $4,102 $3,932 $4,102 $3,932 

Transportation Bonds 
(backed by specific revenues) 1,188 964 1,188 964 

Revenue Bonds 
(backed by specific revenues) $2,936 $3,221 2,936 3,221 

Total $5,290 $4,896 $2,936 $3,221 $8,226 $8,117 

The total increase in bonded debt in the current fiscal year was 1.3% (4.3% increase related to general obliga-
tion bonds and a 1.9% decrease related to revenue bonds). The State’s general obligation bonds are rated Aaa by
Moody’s and AAA by Standard and Poors and Fitch. During fiscal year 2004, the State issued general obligation
debt totaling $500 million at a premium of $52.6 million. On August 10, 2004, the State issued general obligation
bonds aggregating $400 million for capital improvements. In addition, on October 21, 2004, $574.7 million of
general obligation refunding bonds were issued to advance refund certain outstanding general obligation bonds.

State law limits the amount of Consolidated Transportation Bonds, dedicated revenue debt, that may be out-
standing as of June 30 to the amount established in the budget, not to exceed $1.5 billion. The aggregate princi-
pal amount of those bonds that was authorized to be outstanding as of June 30, 2004, was $1,253 million. This
amount was in excess of the $1,186 million in Consolidated Transportation Bonds outstanding. On October 28,
2004, transportation bonds aggregating $15,500,000 were issued for the purchase of buses.

Additional information on the State’s long-term debt can be found in note 11 of this report.

Economic Factors and Next Year’s Budget

The budgets for fiscal years ending June 30, 2004 and 2005 have been balanced on one-time fund resources
and new revenue sources without increasing Maryland income or sales tax rates. New spending for fiscal year
2005 is focused on primary and secondary education and health care. The Bridge to Excellence in Public Schools
Act of 2002 restructured Maryland’s public school financing and increased state aid to primary and secondary
education. The increases in state aid are being phased in beginning with fiscal year 2004, and will continue
through 2008. Education expenditures increased by $311 million or 7% for fiscal year 2004; and the budget for
fiscal year 2005 increased education appropriations an additional $313 million.

Requests for Information

This financial report is designed to provide a general overview of the State’s finances for all those with an
interest in the State’s finances. Questions concerning any of the information provided in this report or requests
for additional financial information should be addressed to the General Accounting Division, Office of the
Comptroller, P.O. Box 746, Annapolis, Maryland 21404.
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STATE OF MARYLAND

Statement of Net Assets
June 30, 2004

(Expressed in Thousands)

Primary Government
Governmental Business-type Component

Activities Activities Total Units

Assets
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . $ 2,914,332 $ 104,394 $ 3,018,726 $ 39,876 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 961,516 308,977 1,270,493 295,784 
Endowment investments  . . . . . . . . . . . . . . . . . . . . . . . . 193,888 
Foundation investments . . . . . . . . . . . . . . . . . . . . . . . . . 543,852 
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,425 8,666 83,091 12,259 
Prepaid items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 412,324 412,324 4,062 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,163 5,163 7,308 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 641,968 641,968 
Intergovernmental receivables . . . . . . . . . . . . . . . . . . . . 820,099 56 820,155 
Tuition contracts receivable  . . . . . . . . . . . . . . . . . . . . . . 260,623 
Due from primary government  . . . . . . . . . . . . . . . . . . . 659,320 
Due from component units  . . . . . . . . . . . . . . . . . . . . . . 3,020 3,020 
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . . 506,696 182,503 689,199 274,161 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . . . . 23,631 811,920 835,551 74,841 
Loans to component units  . . . . . . . . . . . . . . . . . . . . . . . 280 280 
Investment in direct financing leases  . . . . . . . . . . . . . . 418,428 418,428 303,901 
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,491 5,235 12,726 18,481 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . . . 12,714 12,714 
Restricted assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . 39,389 1,080,718 1,120,107 93,332 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,260,794 1,260,794 77,752 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,350 12,350 
Due from primary government  . . . . . . . . . . . . . . . . . 221 
Loans and notes receivable (net)  . . . . . . . . . . . . . . . . 8,112 1,562,549 1,570,661 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,506 36,506 19

Capital assets (net of accumulated depreciation):
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 2,416,769 108,278 2,525,047 119,153 
Art and historical treasures  . . . . . . . . . . . . . . . . . . . . 27,043 27,043 1,454 
Structures and other improvements  . . . . . . . . . . . . . 3,086,915 444 3,087,359 2,689,834 
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 794,834 12,522 807,356 106,838 
Infrastructure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,286,359 1,349,933 8,636,292 293,399
Construction in progress  . . . . . . . . . . . . . . . . . . . . . . 2,447,266 2,447,266 353,367 

Total capital assets . . . . . . . . . . . . . . . . . . . . . . . . . . 16,059,186 1,471,177 17,530,363 3,564,045 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,490,346 7,264,273 29,754,619 6,423,725 
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Primary Government
Governmental Business-type Component

Activities Activities Total Units

Liabilities
Salaries payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 145,614 145,614 92,425 
Vouchers payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 274,424 274,424 
Accounts payable and accrued liabilities  . . . . . . . . . . . 1,153,793 108,588 1,262,381 143,355 
Internal balances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 297,488 (297,488)
Due to component units  . . . . . . . . . . . . . . . . . . . . . . . . . 659,541 659,541 
Due to primary government  . . . . . . . . . . . . . . . . . . . . . 3,020 
Loans from primary government  . . . . . . . . . . . . . . . . . 280 
Accounts payable to political subdivisions  . . . . . . . . . 250,170 250,170 
Unearned revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,231 10,512 164,743 88,091 
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . . 15,145 15,145 5,057 
Accounts payable for local income taxes  . . . . . . . . . . . 1,236,723 1,236,723 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,747 
Collateral obligations for lent securities  . . . . . . . . . . . . 12,714 12,714 
Payables from restricted assets:

Accounts payable and accrued liabilities  . . . . . . . . . 73,263 73,263 
Matured bonds and interest coupons payable  . . . . . 1,788 1,788 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 279,157 279,157 
Revenue bonds payable  . . . . . . . . . . . . . . . . . . . . . . . 2,935,711 2,935,711 

Bonds and notes payable:
Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . 464,245 464,245 67,128 
Due in more than one year . . . . . . . . . . . . . . . . . . . . . 5,071,946 5,071,946 1,389,827 

Other noncurrent liabilities:
Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . . 337,793 50,775 388,568 75,097 
Due in more than one year . . . . . . . . . . . . . . . . . . . . . 1,424,575 3,498 1,428,073 644,218 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,485,045 3,179,161 14,664,206 2,511,245 
Net Assets

Invested in capital assets, net of related debt  . . . . . . . . 11,937,207 1,331,400 13,268,607 2,464,733 
Restricted for:

Health and mental hygiene  . . . . . . . . . . . . . . . . . . . .. 90,074 90,074 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,711 16,711 
Natural resources and recreation . . . . . . . . . . . . . . . . 39,025 39,025 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,822 28,822 
Judiciary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,729 29,729 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 256,766 256,766 
Debt service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,183 72,139 158,322 4,989 
Capital improvements and deposits  . . . . . . . . . . . . . 10,292 185,805 196,097 59,107 
Higher education-nonexpendable  . . . . . . . . . . . . . . 426,685 
Higher education-expendable  . . . . . . . . . . . . . . . . . . 364,964 
Loans and notes receivable  . . . . . . . . . . . . . . . . . . . . 8,112 8,112 73,374 
Unemployment compensation benefits . . . . . . . . . . . 800,846 800,846 
Loan programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 388,761 388,761 
Insurance programs  . . . . . . . . . . . . . . . . . . . . . . . . . . 96,089 96,089 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,844 12,530 31,374 

Unrestricted (deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,516,464) 1,197,542 (318,922) 518,628 
Total net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $11,005,301 $4,085,112 $15,090,413 $3,912,480

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Balance Sheet
Governmental Funds

June 30, 2004
(Expressed in Thousands)

Special
Revenue

Maryland Other Total
Department of Governmental Governmental

General Transportation Funds Funds
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . $2,865,333 $ 48,999 $2,914,332 
Cash and cash equivalents - restricted  . . . . . . . . . . . $ 33,745 1,981 35,726 
Cash with fiscal agent - restricted  . . . . . . . . . . . . . . . 3,663 3,663 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 953,346 8,169 961,515 
Prepaid items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 360,255 52,071 412,326 
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . 544,529 90,732 6,707 641,968 
Intergovernmental receivables  . . . . . . . . . . . . . . . . . . 630,251 189,848 820,099 
Other accounts receivable . . . . . . . . . . . . . . . . . . . . . . 361,661 144,994 40 506,695 
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . 59,859 240,143 92,952 392,954 
Due from component units  . . . . . . . . . . . . . . . . . . . . 3,020 3,020 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,615 54,810 74,425 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . . 1,667 10,438 11,526 23,631 
Loans and notes receivable - restricted  . . . . . . . . . . . 8,112 8,112 
Loans to component units  . . . . . . . . . . . . . . . . . . . . . 280 280 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . . . 12,714 12,714 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,812,530 $816,781 $ 182,149 $6,811,460 

Liabilities:
Salaries payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $135,763 $ 9,850 $ 145,613 
Vouchers payable.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 181,311 26,829 $ 66,284 274,424 
Accounts payable and accrued liabilities  . . . . . . . . . 762,750 296,079 30,135 1,088,964 
Due to other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . 661,707 28,735 690,442 
Due to component units  . . . . . . . . . . . . . . . . . . . . . . . 659,541 659,541 
Accounts payable to political subdivisions . . . . . . . . 1,401,376 82,800 2,718 1,486,894 
Deferred revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 414,821 16,889 1,114 432,824 
Matured bonds and interest coupons payable  . . . . . 1,788 1,788 
Accrued self-insurance costs  . . . . . . . . . . . . . . . . . . . 93,110 93,110 
Collateral obligations for lent securities  . . . . . . . . . . 12,714 12,714 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,323,093 461,182 102,039 4,886,314 

Fund balances:
Reserved for:

State reserve fund  . . . . . . . . . . . . . . . . . . . . . . . . . . 513,026 513,026 
Encumbrances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 247,252 28,191 410,853 686,296 
Prepaid items and inventories  . . . . . . . . . . . . . . . . 378,088 106,881 484,969 
Loans and notes receivable . . . . . . . . . . . . . . . . . . . 739 8,487 19,136 28,362 
Construction projects  . . . . . . . . . . . . . . . . . . . . . . . 10,292 10,292 
Restricted revenues  . . . . . . . . . . . . . . . . . . . . . . . . . 223,205 2,459 225,664 
Debt service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,891 1,891 

Unreserved:
Designated  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 127,127 127,127 
Undesignated, (deficit) reported in:
Special revenue fund . . . . . . . . . . . . . . . . . . . . . . . . 199,289 199,289 
Non-major debt service funds  . . . . . . . . . . . . . . . . 73,268 73,268 
Non-major capital projects fund  . . . . . . . . . . . . . . (425,038) (425,038)

Total fund balance  . . . . . . . . . . . . . . . . . . . . . . . 1,489,437 355,599 80,110 1,925,146
Total liabilities and fund balances  . . . . . . . . . $5,812,530 $816,781 $ 182,149 $6,811,460 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Reconciliation of the Governmental Funds’ Fund Balance
to the Statement of Net Assets, Net Assets’ Balance

June 30, 2004
(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Net Assets  (page 25) differ from the amounts for the
governmental funds' fund balances because:

Amount in governmental funds, fund balance (page 28)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,925,146
Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,059,186
Taxes and other receivables that will not be available to pay for current-period
expenditures and, therefore, are deferred in the funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 265,469
Accrued interest payable on bonds and capital leases are not liquidated 
with current financial resources in the governmental funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (91,529)

Other assets not available to pay for current period expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,615 
Long-term liabilities are not due and payable in the  current period 
and, therefore, are not reported in the funds:

General Obligation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,102,278)
Deferred charges to be amortized over the life of the debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,905 
Premiums to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (190,409)

Transportation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,188,090)
Deferred charges to be amortized over the life of the debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,946 
Premiums to be amortized over the life of the debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (88,102)

Accrued self-insurance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (177,290)
Accrued annual leave  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (236,873)
Other long term liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (579,466)
Obligation under capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (345,028)
Obligations under capital leases with component units  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (303,901)

Net assets of governmental activities (page 25)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,005,301 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Revenues, Expenditures
and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2004

(Expressed in Thousands)

Special
Revenue

Maryland Other Total
Department of Governmental Governmental

General Transportation Funds Funds

Revenues:
Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,499,953 $ 5,499,953 
Sales and use taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,945,060 2,945,060 
Motor vehicle taxes and fees  . . . . . . . . . . . . . . . . . . . $1,792,769 1,792,769 
Other taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,380,320 $ 472,097 1,852,417 
Other licenses and fees  . . . . . . . . . . . . . . . . . . . . . . . . 754,995 754,995 
Charges for services  . . . . . . . . . . . . . . . . . . . . . . . . . . 499,337 545,299 1,044,636 
Revenues pledged as security for bonds . . . . . . . . . . 52,255 52,255 
Interest and other investment income . . . . . . . . . . . . 25,299 3,420 3,532 32,251 
Federal revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,168,922 703,449 5,872,371 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 132,092 29,618 1,038 162,748 

Total revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,405,978 3,126,810 476,667 20,009,455 
Expenditures:

Current:
General government  . . . . . . . . . . . . . . . . . . . . . . . . 625,445 625,445 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . 6,064,735 6,064,735 
Education.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,675,110 163,533 4,838,643 
Aid to higher education  . . . . . . . . . . . . . . . . . . . . . 843,401 237,698 1,081,099 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . 1,560,876 1,560,876 
Public safety . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,357,943 1,357,943 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,143,520 1,143,520 
Judicial. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 434,135 434,135 
Labor, licensing and regulation  . . . . . . . . . . . . . . . 174,047 174,047 
Natural resources and recreation  . . . . . . . . . . . . . . 166,730 166,730 
Housing and community development  . . . . . . . . 202,346 202,346 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,443 84,443 
Agriculture . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,537 60,537 
Business and economic development  . . . . . . . . . . 58,259 58,259 
Intergovernmental . . . . . . . . . . . . . . . . . . . . . . . . . . 504,807 730,343 225,983 1,461,133 

Capital outlays.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,354,365 106,702 1,461,067 
Debt service:

Principal retirement . . . . . . . . . . . . . . . . . . . . . . . . . 424,925 424,925 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 247,027 247,027 
Bond issuance costs . . . . . . . . . . . . . . . . . . . . . . . . . 199 187 1,795 2,181 

Total expenditures  . . . . . . . . . . . . . . . . . . . . . . . . 16,813,013 3,228,415 1,407,663 21,449,091 
Deficiency of revenues under expenditures  . (407,035) (101,605) (930,996) (1,439,636)

Other sources (uses) of financial resources:
Capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66,729 78,726 145,455 
Other long-term liabilities  . . . . . . . . . . . . . . . . . . . . . 142,015 142,015 
Bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 320,000 500,000 820,000 
Refunding bonds issued  . . . . . . . . . . . . . . . . . . . . . . . 75,900 75,900 
Bond premium  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,894 68,615 86,509 
Payments to refunded bond escrow agent  . . . . . . . . (83,537) (83,537)
Transfers in  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 818,101 130,663 162,566 1,111,330 
Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (173,026) (460,637) (42,133) (675,796)

Total other sources of financial resources  . . . . . . . 711,804 221,024 689,048 1,621,876 
Net change in fund balances  . . . . . . . . . . . . . . . . . 304,769 119,419 (241,948) 182,240 

Fund balances, July 1, 2003  . . . . . . . . . . . . . . . . . . . . . . . 1,184,668 236,180 322,058 1,742,906 
Fund balances, June 30, 2004  . . . . . . . . . . . . . . . . . . . . . . $ 1,489,437 $ 355,599 $ 80,110 $ 1,925,146

The accompanying notes to the financial statements are an integral part of these financial statements.



31

STATE OF MARYLAND

Reconciliation of the Statement of the Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds

to the Statement of Activities
For the Year Ended June 30, 2004

(Expressed in Thousands)

Amounts reported for governmental activities in the Statement of Activities (pages 26-27) are 
different from the amounts reported in the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds because of the following

Net change in fund balances - total governmental funds (page 30)  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 182,240 
Governmental funds report capital outlays as expenditures.  However, in the Statement of 

Activities, the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.  This is the amount by which capital outlays exceed
depreciation in the current period.

Capital outlays  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,549,158
Depreciation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (828,849) 720,309 

The net effect of various miscellaneous transactions involving capital assets
(i.e., sales, trade-ins, and donations) is to decrease net assets.

Net loss on disposals and trade-ins  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19,361) (19,361)
Revenues in the Statement of Activities that do not provide current financial resources are

not reported as revenues in the governmental funds:
Deferred revenues for taxes are recognized,

net of revenue already recognized in the prior year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,335
Deferred revenues for other revenues are recognized, 

net of revenue already recognized in the prior year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,929 63,264
The issuance of long term debt (e.g. bonds, leases) provides current financial resources 

to governmental funds, while the repayment of the principal of long term debt consumes 
current financial resources of governmental funds.  Neither transaction, however, has any
effect on net assets.  Also, the governmental funds report the effect of issuance costs, 
premiums, discounts and similar items when debt is first issued, whereas these amounts
are deferred and amortized in the Statement of Activities.  This amount is the net 
effect of these differences in the treatment of long term debt and related items.

Debt issued, General Obligation Bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (500,000)
Debt issued, Transportation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (395,900)
Capital lease financing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (146,044)
Other long-term financing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (142,015)
Discounts and issuance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (65,025)
Principal repayments:

General Obligation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 330,215 
Transportation Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 172,210
Capital leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,579 
Other long-term financing  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,301 (684,679)

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the governmental 
funds:

Compensated absences  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,923 
Self-insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,882)
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,997)
Accrued interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,392)
Other long term liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (97,603) (109,951)

Change in net assets of governmental activities (page 27)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 151,822 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

ENTERPRISE FUND FINANCIAL STATEMENTS

Major Funds

Economic Development Loan Programs

This fund includes the direct loan programs of the Maryland Departments of Housing and Community
Development, Business and Economic Development and Environment. 

Unemployment Insurance Program

This fund reflects the transactions, assets, liabilities and net assets of the Unemployment Insurance
Program and is used to account for the unemployment assessments collected from employers, federal revenue
received and remittance of benefits to the unemployed.

Maryland State Lottery Agency

This fund accounts for the operation of the State Lottery

Maryland Transportation Authority

This fund accounts for the activity of the Maryland Transportation Authority, which is responsible for the
operation and maintenance of toll roads, bridges and tunnels around the State.

Non-major Funds

Other Enterprise Funds
Individual non-major enterprise funds are presented in the combining section following the footnotes.
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STATE OF MARYLAND

Statement of Net Assets
Enterprise Funds

June 30, 2004
(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Assets:
Current assets:

Cash and cash equivalents  . . . . . . . . $ 3,211 $ 1,780 $ 99,393 $ 10 $ 104,394 
Investments . . . . . . . . . . . . . . . . . . . . . $ 176,160 46,571 59,837 282,568 
Other accounts receivable  . . . . . . . . . 9,993 129,905 21,970 16,407 4,228 182,503 
Due from other funds  . . . . . . . . . . . . 164,783 64,993 270 15,871 245,917 
Intergovernmental receivables  . . . . . 56 56 
Inventories  . . . . . . . . . . . . . . . . . . . . . 1,316 1,151 6,199 8,666 
Loans and notes receivable, net  . . . . 40,134 136 40,270 
Investment in direct financing leases 20,862 20,862 
Other assets  . . . . . . . . . . . . . . . . . . . . 163 93 3,354 3,610 
Current restricted assets:  . . . . . . . . . .

Cash and cash equivalents  . . . . . . 230,766 165,224 395,990 
Cash on deposit with U.S. Treasury 684,728 684,728 
Investments . . . . . . . . . . . . . . . . . . . 335,677 77,132 412,809 
Due from other funds  . . . . . . . . . . 96,089 96,089 
Loans and notes receivable, net  . . 48,496 48,496 
Other accounts receivable  . . . . . . . 35,880 35,880 

Total current assets  . . . . . . . . . . . 1,042,052 817,844 136,723 440,332 125,887 2,562,838 
Non-current assets:

Investments . . . . . . . . . . . . . . . . . . . . . 25,587 822 26,409 
Due from other funds  . . . . . . . . . . . . 9,887 9,887 
Loans and notes receivable, net.  . . . . 771,073 577 771,650 
Investment in direct financing leases 397,566 397,566 
Other assets  . . . . . . . . . . . . . . . . . . . . 1,625 1,625 
Restricted non-current assets:

Investments . . . . . . . . . . . . . . . . . . . 635,060 212,925 847,985 
Deferred charges . . . . . . . . . . . . . . . 12,350 12,350 
Loans and notes receivable, net  . . 1,514,053 1,514,053 
Other accounts receivable  . . . . . . . 626 626 

Capital assets (net of accumulated depreciation):
Land . . . . . . . . . . . . . . . . . . . . . . . . . 108,278 108,278 
Structures and improvements  . . . . 444 444 
Equipment . . . . . . . . . . . . . . . . . . . . 39 3,508 4,448 4,527 12,522 
Infrastructure  . . . . . . . . . . . . . . . . . 1,349,834 99 1,349,933 

Total non-current assets  . . . . . . . 2,958,788 216,433 1,871,638 6,469 5,053,328 
Total assets . . . . . . . . . . . . . . . . 4,000,840 817,844 353,156 2,311,970 132,356 7,616,166 
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Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Liabilities:
Current  liabilities:

Accounts payable and 
accrued liabilities  . . . . . . . . . . . . . . 7,103 34,935 64,561 1,989 108,588 

Due to other funds  . . . . . . . . . . . . . . . 39,855 13,124 52,979 
Accrued insurance and loan losses . . 199 14,946 15,145 
Other liabilities  . . . . . . . . . . . . . . . . . . 101 48,536 1,170 968 50,775 
Deferred revenue  . . . . . . . . . . . . . . . . 3,587 5,190 1,735 10,512 
Current liabilities payable from

restricted assets:
Accounts payable and 

accrued liabilities  . . . . . . . . . . . . 56,265 16,998 73,263 
Due to other funds  . . . . . . . . . . . . . 1,426 1,426 
Other liabilities  . . . . . . . . . . . . . . . . 13,599 13,599 
Revenue bonds payable  . . . . . . . . . 325,265 21,222 346,487 

Total current liabilities  . . . . . . . . 403,958 16,998 126,913 105,267 19,638 672,774 
Non-current liabilities:

Other liabilities  . . . . . . . . . . . . . . . . . . 143 2,036 1,319 3,498 
Non-current liabilities payable from

restricted assets:
Other liabilities  . . . . . . . . . . . . . . . . 42,494 212,925 10,139 265,558 
Revenue bonds payable  . . . . . . . . . 1,983,280 605,944 2,589,224 

Total non-current liabilities  . . . . 2,025,917 214,961 616,083 1,319 2,858,280 
Total  liabilities  . . . . . . . . . . . . 2,429,875 16,998 341,874 721,350 20,957 3,531,054 

Net Assets:
Invested  in capital assets, 

net of related debt  . . . . . . . . . . . . . 39 377 1,325,914 5,070 1,331,400 
Restricted for:

Debt service  . . . . . . . . . . . . . . . . . . 72,139 72,139 
Capital improvements  . . . . . . . . . . 185,805 185,805 
Unemployment compensation 

benefits  . . . . . . . . . . . . . . . . . . . . 800,846 800,846 
Loan programs  . . . . . . . . . . . . . . . . 388,761 388,761 
Insurance programs  . . . . . . . . . . . . 96,089 96,089 
Other  . . . . . . . . . . . . . . . . . . . . . . . . 10,905 1,625 12,530 

Unrestricted  . . . . . . . . . . . . . . . . . . . . 1,182,165 5,137 10,240 1,197,542 
Total  net assets  . . . . . . . . . . . . $1,570,965 $800,846 $ 11,282 $1,590,620 $111,399 $4,085,112

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Revenues, Expenses
and Changes in Fund Net Assets

Enterprise Funds
For the Year Ended June 30, 2004

(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Operating revenues:
Lottery ticket sales  . . . . . . . . . . . . . . . $1,395,408 $1,395,408 
Charges for services and sales (net of
allowances of $9,198)  . . . . . . . . . . . . . $ 9,099 $491,513 $ 257,052 $ 39,181 796,845 
Loan and grant recoveries  . . . . . . . . . 1,354 1,354
Unrestricted interest on loan income 123,437 604 124,041
Restricted interest on loan income  . . 5,774 5,774 
Unrestricted interest and other

investment income  . . . . . . . . . . . . . 5,591 5,591 
Restricted interest and other

investment income  . . . . . . . . . . . . . 18,817 18,817 
Other  . . . . . . . . . . . . . . . . . . . . . . . 3,973 43,806 7 47,786 

Total operating revenues  . . . . . . 168,045 491,513 1,395,408 300,858 39,792 2,395,616 
Operating expenses:

Prizes and claims  . . . . . . . . . . . . . . . . 786,802 786,802 
Commissions and bonuses  . . . . . . . . 91,298 91,298 
Cost of sales and services  . . . . . . . . . 19,549 28,038 47,587 
Operation and maintenance 

of facilities  . . . . . . . . . . . . . . . . . . . . 2,651 212,756 215,407 
General and administrative . . . . . . . . 26,964 28,550 10,508 7,701 73,723 
Benefit payments  . . . . . . . . . . . . . . . . 581,634 581,634 
Interest  . . . . . . . . . . . . . . . . . . . . . . . 113,643 113,643 
Restricted interest expense  . . . . . . . . 6,105 6,105 
Depreciation and amortization  . . . . . 1,290 1,624 51,315 1,130 55,359 
Provision for (reduction in)

insurance and loan losses  . . . . . . . 16,902 (7,968) 8,934 
Other .  . . . . . . . . . . . . . . . . . . . . . . . 20,408 20,408 

Total operating expenses  . . . . . . . . 187,963 581,634 927,823 274,579 28,901 2,000,900 
Operating income (loss)  . . . . . . . (19,918) (90,121) 467,585 26,279 10,891 394,716 

Non-operating revenues (expenses):
Unrestricted interest and other  . . . . .

investment income  . . . . . . . . . . . . . (2,258) 2,067 (191)
Restricted interest and other

investment income  . . . . . . . . . . . . . (11) 36,725 23,046 1,218 60,978 
Interest expense  . . . . . . . . . . . . . . . . . (118) (25,493) (25,611)
Federal grants and distributions . . . . 86,185 86,185 
Other  . . . . . . . . . . . . . . . . . . . . . . . (12,340) 10 (12,330)

Total non-operating revenues
(expenses)  . . . . . . . . . . . . . . . . . . (14,609) 122,910 (118) (380) 1,228 109,031 
Income (loss) before 

contributions and transfers  . . (34,527) 32,789 467,467 25,899 12,119 503,747 
Capital contributions  . . . . . . . . . . . . . . . 57,611 57,611 
Transfers in.  . . . . . . . . . . . . . . . . . . . . . . 30,868 30,868 
Transfers out . . . . . . . . . . . . . . . . . . . . . . (6,029) (458,373) (2,000) (466,402)

Change in net assets  . . . . . . 47,923 32,789 9,094 25,899 10,119 125,824 
Total net assets - beginning  . . . . . . . . . . 1,523,042 768,057 2,188 1,564,721 101,280 3,959,288 
Total net assets-ending  . . . . . . . . . . . . . $1,570,965 $800,846 $ 11,282 $1,590,620 $111,399 $4,085,112 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Cash Flows
Enterprise Funds

For the Year Ended June 30, 2004
(Expressed in Thousands)

Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Cash flows from operating activities:
Receipts from customers  . . . . . . . . . . $645,555 $452,394 $1,398,714 $ 275,344 $ 39,734 $ 2,811,741 
Payments to suppliers  . . . . . . . . . . . . (2,067) (41,463) (158,272) (22,435) (224,237)
Payments to employees  . . . . . . . . . . . (10,773) (10,657) (63,368) (13,717) (98,515)
Other receipts (payments)  . . . . . . . . . (286,686) (586,360 ) (64,158) 38,166 (1,532) (900,570)
Lottery prize payments  . . . . . . . . . . . (773,931) (773,931)

Net cash provided (used) by 
operating activities  . . . . . . . . . . . 346,029 (133,966 ) 508,505 91,870 2,050 814,488 

Cash flows from noncapital 
financing activities:
Proceeds from the sale of 

revenue bonds  . . . . . . . . . . . . . . . . 466,682 466,682 
Payment on revenue bonds . . . . . . . . (801,970) (19,855) (821,825)
Interest payments . . . . . . . . . . . . . . . . (120,617) (5,967) (126,584)
Transfers in  . . . . . . . . . . . . . . . . . . . . . 30,637 30,637 
Transfers out  . . . . . . . . . . . . . . . . . . . . (6,029) (496,409) (2,000) (504,438)
Capital contributions  . . . . . . . . . . . . . 58,260 58,260 
Grants  . . . . . . . . . . . . . . . . . . . . . . . . . 86,185 86,185 
Lottery installment payments  . . . . . . (51,636) (51,636)
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . (10,028) (105,794) (43,997) (159,819)

Net cash provided (used) by 
noncapital financing activities . . (383,065) 86,185 (653,839) (69,819) (2,000) (1,022,538)

Cash flows from capital and related 
financing activities:
Proceeds from notes payable and 

revenue bonds  . . . . . . . . . . . . . . . . 109,459 109,459 
Principal paid on notes payable and 

revenue bonds  . . . . . . . . . . . . . . . . (600) (600)
Interest payments . . . . . . . . . . . . . . . . (118) (21,006) (21,124)

Acquisition of capital assets  . . . . . . . . (73,317) (1,268) (74,585)
Payment of capital lease obligations  . (1,243) (1,243)

Net cash provided (used) by capital 
and related financing activities  . . . (1,361) 14,536 (1,268) 11,907 

Cash flows from investing activities:
Purchase of investments  . . . . . . . . . . (806,650) (69,119) (1,564,716) (2,440,485)
Proceeds from maturity and 

sale of investments  . . . . . . . . . . . . . 670,849 216,394 1,643,796 2,531,039 
Interest on investments  . . . . . . . . . . . 27,561 36,725 7,270 1,218 72,774 
Payments for investment in direct 

financing leases . . . . . . . . . . . . . . . . (150,858) (150,858)
Proceeds from investment in direct 

financing leases . . . . . . . . . . . . . . . . 24,858 24,858 
Net cash provided (used) by 

investing activities  . . . . . . . . . . . (108,240) 36,725 147,275 (39,650) 1,218 37,328 
Net change in cash and 

cash equivalents  . . . . . . . . . (145,276) (11,056) 580 (3,063) (158,815)
Balance - beginning of 

the year  . . . . . . . . . . . . . . . . 376,042 698,995 1,200 267,680 10 1,343,927 
Balance - end of the year  . . . . $ 230,766 $687,939 $ 1,780 $ 264,617 $ 10 $ 1,185,112 
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Economic Maryland
Development Unemployment State Maryland Other

Loan Insurance Lottery Transportation Enterprise
Programs Program Agency Authority Funds Total

Reconciliation of operating income 
(loss) to net cash provided (used) 
by operating activities: 
Operating income (loss) . . . . . . . . . . . $(19,918) $ (90,121) $467,585 $26,279 $10,891 $394,716 

Adjustments to reconcile operating 
income (loss) to net cash provided 
(used) by operating activities:  
Depreciation and amortization  . . . . . (1,406) 1,624 51,315 1,130 52,663 
Interest on investments and bonds . . 91,314 91,314 
Deferred prize payments . . . . . . . . . . 10,154 10,154 

Effect of changes in assets and liabilities:
Other accounts receivable  . . . . . . . . . 5,580 (39,478) 2,566 (2,359) 1,101 (32,590)
Intergovernmental receivables  . . . . . 464 464 
Due from other funds  . . . . . . . . . . . . 110,060 27,096 (1,620 ) 135,536 
Inventories  . . . . . . . . . . . . . . . . . . . . . (1,315) 24 15 (1,276)
Loans and notes receivable  . . . . . . . . 204,907 1,261 206,168 
Other assets  . . . . . . . . . . . . . . . . . . . . 27,663 (37) 477 28,103 
Investments-restricted 

(mortgage backed securities) . . . . . (50,325) (50,325)
Accounts payable and accrued 

liabilities  . . . . . . . . . . . . . . . . . . . . . (21,998) (4,367) 153 13,082 (1,790) (14,920)
Due to other funds  . . . . . . . . . . . . . . . (38) (38)
Accrued insurance on loan losses . . . 34 (9,448) (9,414)
Other liabilities  . . . . . . . . . . . . . . . . . . 156 (61) 1,299 1,018 2,412 
Deferred revenue  . . . . . . . . . . . . . . . . 740 1,766 (985) 1,521 
Total adjustments  . . . . . . . . . . . . . . . . 365,947 (43,845) 40,920 65,591 (8,841) 419,772 

Net cash provided (used) by
operating activities . . . . . . . . . . . . . . . $ 346,029 $(133,966) $508,505 $91,870 $ 2,050 $814,488 

Noncash transactions 
(amounts expressed in thousands):

Loan Programs - 
Unrealized loss on investments  . . . . $(10,828)

Lottery agency - Acquistion of capital 
assets through capital leases  . . . . . . . $ 2,002 

Transportation Authority- 
Additions to capital assets . . . . . . . . . $20,754 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2004
(Expressed in Thousands)

Pension and Other Investment
Employee Benefits Trust Agency

Trust Funds Fund Funds 

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,664,928 $ 66,684 
Investments

U.S. Treasury and agency obligations . . . . . . . . . . . . . . . . . . . 316,821 $1,078,893 
Repurchase agreements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 347,935 
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,452,094 
Corporate equity securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,793,008 
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75,690 
Bankers acceptances  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59,316 
Mortgage related securities  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,256,447 
Mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,191,060 80,764 
Guaranteed investment contracts  . . . . . . . . . . . . . . . . . . . . . . 470,926 
Real estate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 782,550 
Annuity contracts  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 337,084 
Investment held by borrowers under

securities lent with cash collateral  . . . . . . . . . . . . . . . . . . .. 1,532,515 
Total investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,132,505 1,642,598 

Taxes receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,061 
Accounts receivable from state treasury  . . . . . . . . . . . . . . . . . . 1,308,046 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 487,265 539 2,400 
Collateral for lent securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,575,643 

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,860,341 1,643,137 1,531,191 
Liabilities:

Accounts payable to state treasury  . . . . . . . . . . . . . . . . . . . . . . . 49,525 
Accounts payable and accrued liabilities  . . . . . . . . . . . . . . . . . . 1,234,852 1,572 122,685 
Accounts payable to political subdivisions  . . . . . . . . . . . . . . . . 1,358,981 
Collateral obligation for lent securities  . . . . . . . . . . . . . . . . . . . 1,575,643 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,810,495 1,572 1,531,191 
Net assets:

Held in trust for:
Pension benefits (A schedule of funding progress
for each of the plans may be found on pages 85 & 86)  . . . . . 30,252,646 
Deferred compensation benefits  . . . . . . . . . . . . . . . . . . . . . . . 1,797,200 
Local Government Investment Pool participants  . . . . . . . . . 1,641,565 

Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $32,049,846 $1,641,565 $ -

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds

For the Year Ended June 30, 2004
(Expressed in Thousands)

Pension and Other
Employee Benefits Investment

Trust Funds Trust Fund

Additions:
Contributions:

Employers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 242,696 
Members  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 345,489 $4,539,423 
Sponsors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 411,029 

Total contributions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 999,214 4,539,423 
Investment earnings:

Net increase in fair value of investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,073,407 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 271,603 16,955 
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190,984 
Real estate operating net earnings.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,515 
Net change in annuity reserves  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,876 

Total investment earnings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,568,385 16,955
Less: investment expense  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,079 

Net investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,499,306 16,955 
Total additions  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,498,520 4,556,378 

Deductions:
Benefit payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,685,052 
Distributions to participants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,955 
Redemptions (unit transactions at $1.00 per unit)  . . . . . . . . . . . . . . . . . . . . . . 4,417,372 
Refunds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,942 
Administrative expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,731 

Total deductions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,719,725 4,434,327 
Change in net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,778,795 122,051 

Net assets - beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,271,051 1,519,514 
Net assets - ending  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $32,049,846 $1,641,565 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

COMPONENT UNIT FINANCIAL STATEMENTS

Major Component Units

Higher Education

Higher education consists of the University System of Maryland, Morgan State University, St. Mary's
College of Maryland and Baltimore City Community College.  Because the universities and colleges are similar
in nature and function, they have been combined and presented as a single component unit.  The financial
information for certain foundations affiliated with the universities and colleges has not been included in this
fund in accordance with GASB Statement #14 as amended by GASB Statement #39.

Maryland Stadium Authority

The Maryland Stadium Authority was created as a body corporate and politic and as an independent unit
of the Executive Department of the State of Maryland.  The Authority's purpose is to acquire land and to con-
struct, operate and/or manage various capital facilities in the State.

Non-major Component Units

Other Component Units

Non-major component units are presented individually in the combining section following the footnotes.
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STATE OF MARYLAND

Combining Statement of Net Assets
Component Units

June 30, 2004
(Expressed in Thousands)

Other
Higher Stadium Component

Education Authority Units Total

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . $ 37,253 $ 332 $ 2,291 $ 39,876 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,432 260,352 295,784 
Endowment investments  . . . . . . . . . . . . . . . . . . . . . . . 193,888 193,888 
Foundation investments  . . . . . . . . . . . . . . . . . . . . . . . . 543,852 543,852 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,259 12,259 
Prepaid items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,062 4,062 
Deferred charges  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,201 5,107 7,308 
Tuition contracts receivable  . . . . . . . . . . . . . . . . . . . . . 86,107 174,516 260,623 
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . 252,994 6,861 14,306 274,161 
Due from primary government  . . . . . . . . . . . . . . . . . . 615,555 4,774 38,991 659,320 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . .. 69,611 5,230 74,841 
Investments in direct financing leases . . . . . . . . . . . . . 294,443 9,458 303,901 
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,056 152 10,273 18,481 
Restricted assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . 93,257 75 93,332 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,405 27,363 20,984 77,752 
Due from primary government  . . . . . . . . . . . . . . . . 221 221 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19 19

Capital assets (net of accumulated depreciation):
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 113,370 5,783 119,153 
Art and historical treasurers . . . . . . . . . . . . . . . . . . . 1,454 1,454 
Structures and improvements  . . . . . . . . . . . . . . . . .. 2,423,026 250,065 16,743 2,689,834 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103,545 1,820 1,473 106,838 
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 284,603 8,796 293,399 
Construction in progress  . . . . . . . . . . . . . . . . . . . . . 350,124 3,243 353,367 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,260,073 596,222 567,430 6,423,725 
Liabilities:

Salaries payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 92,425 92,425 
Accounts payable and accrued liabilities . . . . . . . . . .. 118,613 11,657 13,085 143,355 
Due to primary government  . . . . . . . . . . . . . . . . . . . . 3,020 3,020 
Loans from primary government  . . . . . . . . . . . . . . . . 280 280 
Unearned revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 74,215 13,648 228 88,091 
Accrued insurance on loan losses  . . . . . . . . . . . . . . . . 5,057 5,057 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,481 266 2,747 
Bonds and notes payable:

Due within one year  . . . . . . . . . . . . . . . . . . . . . . . . . 52,533 11,760 2,835 67,128 
Due in more than one year  . . . . . . . . . . . . . . . . . . .. 1,058,590 309,189 22,048 1,389,827 

Other noncurrent liabilities:
Due within one year . . . . . . . . . . . . . . . . . . . . . . . . .. 54,314 1,569 19,214 75,097 
Due in more than one year . . . . . . . . . . . . . . . . . . . . 124,643 770 518,805 644,218 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,577,814 351,613 581,818 2,511,245 
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Other
Higher Stadium Component

Education Authority Units Total

Net Assets:
Invested in capital assets, net of related debt  . . . . . . . 2,223,216 216,075 25,442 2,464,733 
Restricted:

Debt service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,892 2,892 
Capital improvements and deposits  . . . . . . . . . . . . 24,547 221 24,768 
Nonexpendable:

Scholarships and fellowships  . . . . . . . . . . . . . . . . 164,951 164,951 
Research  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,871 6,871 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 254,863 254,863 

Expendable:
Debt service  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,097 2,097 
Capital projects  . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,339 34,339 
Loans and notes receivable . . . . . . . . . . . . . . . . . . 73,374 73,374 
Scholarships and fellowships  . . . . . . . . . . . . . . . . 88,315 88,315 
Research  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 128,418 128,418 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148,231 148,231 

Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . 557,584 1,095 (40,051) 518,628 
Total net assets (deficiency)  . . . . . . . . . . . . . . . . .. $3,682,259 $244,609 $ (14,388) $3,912,480 

The accompanying notes to the financial statements are an integral part of these financial statements
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STATE OF MARYLAND

Combining Statement of Activities
Component Units

For the Year Ended June 30, 2004
(Expressed in Thousands)

Other
Higher Stadium Component

Education Authority Units Total

Expenses:
General and administrative  . . . . . . . . . . . . . . . . . . . . . $ 5,475 $ 12,933 $ 18,408 
Operation and maintenance of facilities  . . . . . . . . . . . $ 217,345 16,359 63,325 297,029 
Provision for insurance on loan losses, net . . . . . . . . . (1,120) (1,120)
Instruction  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 877,982 877,982 
Research  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 592,025 592,025 
Public service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 143,719 143,719 
Academic support . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 248,312 248,312 
Student services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,559 116,559 
Institutional support  . . . . . . . . . . . . . . . . . . . . . . . . . . . 307,724 307,724 
Scholarships and fellowships . . . . . . . . . . . . . . . . . . . . 55,977 55,977 
Tuition benefits  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114,635 114,635 
Auxiliary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 335,278 335,278 
Hospitals  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,209 56,209 
Interest on long-term debt  . . . . . . . . . . . . . . . . . . . . . . 43,639 19,130 1,692 64,461 
Depreciation and amortization  . . . . . . . . . . . . . . . . . . 11,008 2,548 13,556 
Foundation expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . 89,714 89,714 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,296 935 6,231 

Total expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,084,483 57,268 194,948 3,336,699 
Program revenues:

Charges for services:
Student tuition and fees 

(net of $152,924 in allowances) . . . . . . . . . . . . . . . 754,528 754,528 
Auxiliary enterprises 

(net of $22,670 in allowances) . . . . . . . . . . . . . . . . 379,873 379,873 
Restricted investment earnings  . . . . . . . . . . . . . . . . 60,009 936 157 61,102 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177,837 28,771 158,430 365,038 

Total charges for services  . . . . . . . . . . . . . . . . . . . 1,372,247 29,707 158,587 1,560,541 
Operating grants and contributions  . . . . . . . . . . . . . . 984,639 23,546 1,008,185 
Capital grants and contributions  . . . . . . . . . . . . . . . . . 213,575 10,647 361 224,583 

Total program revenues  . . . . . . . . . . . . . . . . . . . . 2,570,461 63,900 158,948 2,793,309 
Net program revenue (expense) . . . . . . . . . . . . (514,022) 6,632 (36,000) (543,390)

General revenues:
Grants and contributions not restricted to 

specific programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . 849,533 849,533 
Unrestricted investment earnings  . . . . . . . . . . . . . . . . 42,100 334 28,464 70,898 

Additions to permanent endowments  . . . . . . . . . . . . . . . 5,050 5,050 
Total general revenues and additions to 

permanent endowments  . . . . . . . . . . . . . . . . . . 896,683 334 28,464 925,481 
Change in net assets  . . . . . . . . . . . . . . . . . . . 382,661 6,966 (7,536) 382,091 

Net assets - beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,717,777 237,643 (6,852) 2,948,568 
Restatement of prior period (Note 1)  . . . . . . . . . . . . . 581,821 581,821 

Net assets - ending  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,682,259 $244,609 $(14,388) $3,912,480 

The accompanying notes to the financial statements are an integral part of these financial statements.
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STATE OF MARYLAND

Notes to the Financial Statements
For the year ended June 30, 2004

1. Summary of Significant Accounting Policies:
A. Reporting Entity

The accompanying financial statements include the various departments, agencies, and other organizational units gov-
erned by the General Assembly and/or Constitutional Officers of the State of Maryland (State).

As required by accounting principles generally accepted in the United States of America, these financial statements pres-
ent the state government (primary government) and its component units (entities for which the State is considered to be
financially accountable). The Governmental Accounting Standards Board (GASB) has set forth criteria to be considered in
determining financial accountability. These criteria include the State appointing a voting majority of an organization's gov-
erning body and (1) the ability of the governing body to impose its will on that organization, or (2) the potential for the organ-
ization to provide specific financial benefits to, or impose specific financial burdens on the State.

Discrete Component Units

These component units are entities which are legally separate from the State, but are financially accountable to the State,
or whose relationships with the State are such that exclusion would cause the State's financial statements to be misleading
or incomplete. The Component Units column of the government-wide financial statements includes the financial data of the
following major component units. Individual statements are presented for each.

Higher Education (Proprietary Fund Type) – Higher Education consists of the University System of Maryland,
Morgan State University, St. Mary's College of Maryland and Baltimore City Community College. Each entity is gov-
erned by its own Board of Regents, or Board of Trustees, whose members are appointed by the Governor. The univer-
sities and colleges are funded through State appropriations, tuition, federal grants, and private donations and grants.
Because the universities and colleges are similar in nature and function, they have been combined and presented as a
single discretely presented component unit. The financial information for certain foundations affiliated with the uni-
versities and colleges has not been included with the financial information of the universities and colleges in accordance
with the requirements of GASB Statement No. 14 as amended by GASB Statement No. 39.

Maryland Stadium Authority (Proprietary Fund Type) - The Maryland Stadium Authority (Authority) was created as
a body corporate and politic and as an independent unit of the Executive Department of the State of Maryland. The
Authority’s purpose is to acquire land and to construct, operate and/or manage various capital facilities in the State.
The Board consists of seven members, of which, six are appointed by the Governor, with the advice and consent of the
State Senate, and one whom is appointed by the Mayor of Baltimore City, with the advice and consent of the State
Senate. The Maryland State Legislature and the Board of Public Works (consisting of the Governor, Comptroller and the
Treasurer) have approved all of the projects and bond issuances of the Authority.

The non-major component units are comprised of the following proprietary fund type entities.

The Maryland Food Center Authority (Authority) is a body corporate and politic, the governing board of which is
composed of twelve members. Four members are State officials, and eight members are appointed by the Governor. The
Authority was created to establish and operate a consolidated wholesale food center within the Greater Baltimore
Region and is subject to State regulations.

The Maryland Environmental Service (Service) was created as a body corporate and politic and is governed by a nine-
member Board of Directors. The Board of Directors and the officers of the Service are appointed and/or approved by
the Governor. The Service helps private industry and local governments manage liquid, solid and hazardous wastes.
In accordance with direction from the Governor, the Service plans and establishes major resource recovery facilities,
solid waste management plans and hazardous waste management programs.

The Maryland Industrial Development Financing Authority (Authority) was established as a body corporate and
politic and a public instrumentality of the State. The Authority consists of nine members, the Secretary of the
Department of Business and Economic Development, or his designee, the State Treasurer or the State Comptroller, as
designated by the Governor; and seven members appointed by the Secretary of the Department of Business and
Economic Development and approved by the Governor. The Authority provides financial assistance to enterprises
seeking to locate or expand operations in Maryland.

The Maryland College Prepaid Trust is directed by the Maryland Higher Education Investment Board. The Board con-
sists of four State officials and five members of the public appointed by the Governor. The Trust provides a method for
Maryland citizens to save money for college tuition.

Complete financial statements of the individual component units and the Local Government Investment Pool of the
Investment Trust Fund may be requested from the Comptroller of Maryland, LLG Treasury Building, Annapolis,
Maryland 21404.
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Related Organizations

The Maryland Economic Development Corporation, Injured Workers’ Insurance Fund and the Maryland Automobile
Insurance Fund are related organizations of the State. The governor appoints a majority of the Board of Directors, but the
State does not have the ability to impose its will on the organizations, and there is no financial benefit/burden relationship.

B. Government-wide and Fund Financial Statements

The State’s government-wide financial statements (i.e., the statement of net assets and the statement of activities) report
information on all nonfiduciary activities of the primary government and its component units. Interfund activity has been
removed from these statements except for certain charges for services between activities that would distort the direct costs
and program revenues reported for the applicable functions. Governmental activities, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support. Likewise, the primary government is reported separately from certain legally separate compo-
nent units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segment are off-
set by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. Expenses
reported for functional activities include allocated indirect expenses. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function
or segment. Taxes and other items not properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though
the latter are excluded from the government-wide financial statements. Major individual governmental funds and major
individual enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accru-
al basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurements focus and the
modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. Revenues
are considered to be available when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the government considers all revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accru-
al accounting. However, debt service expenditures, as well as expenditures related to retirement costs, compensated absences
and claims and judgments, are recorded only when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be sus-
ceptible to accrual and so have been recognized as revenues of the current fiscal period. All other revenue items are consid-
ered to be measurable and available only when cash is received by the government.

The State reports the following major governmental funds:

General Fund:

Transactions related to resources obtained and used for those services traditionally provided by a state government,
which are not accounted for in other governmental funds, are accounted for in the general fund. These services include,
among other items, general government, health and mental hygiene, education (other than higher education institutions),
human resources, public safety, judicial, labor, licensing and regulation, natural resources and recreation, housing and com-
munity development, environment, agriculture, and business and economic development. Resources obtained from federal
grants and used for activities accounted for in the general fund, consistent with applicable legal requirements, are recorded
in the general fund.

Maryland Department of Transportation, Special Revenue Fund:

Transactions related to resources obtained, the uses of which are restricted for specific purposes, are accounted for in the
special revenue fund. The Maryland Department of Transportation special revenue fund accounts for resources used for
operations (other than debt service and pension activities) of the Maryland Department of Transportation, including con-
struction or improvement of transportation facilities and mass transit operations.

Enterprise Funds:

Transactions related to commercial types of activities operated by the State are accounted for in the enterprise funds. The
enterprise funds differ from governmental funds in that the focus is on the flow of economic resources, which, together with
the maintenance of equity, is an important financial indicator.
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The major enterprise funds are as follows.

1. The Economic Development Loan Programs includes the direct loan programs of the Maryland Departments of
Housing and Community Development, Business and Economic Development and Environment.

2. The Unemployment Insurance Program reflects the transactions, assets, liabilities and net assets of the Unemployment
Insurance Program and is used to account for the unemployment taxes collected from employers, federal revenue
received and remittance of benefits to the unemployed. 

3. The Maryland State Lottery Agency operates the State Lottery.

4. The Maryland Transportation Authority is responsible for the operation and maintenance of toll roads, bridges and
tunnels around the State. 

Fiduciary Funds:

The State reports the following fiduciary funds.

1. The Pension and Other Employee Benefits Trust Fund includes the State Retirement and Pension System of Maryland,
the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan. The Trust Fund reflects the
transactions, assets, liabilities and fund equities of the plans administered by the State and the Maryland Transit
Administration and is accounted for using the flow of economic resources measurement focus. Investment purchases
and sales are recorded as of their respective trade dates and all contributions, benefits and refunds are recognized in
the period when due. The Deferred Compensation Plan, which is included with a year end of December 31, accounts
for participant earnings deferred in accordance with Internal Revenue Code Sections 457, 403(b), 401(a), and 401(k).
Amounts deferred are invested and are not subject to federal income taxes until paid to participants upon termination
or retirement from employment, death or for an unforeseeable emergency.

2. The Investment Trust Fund reflects the transactions, assets, liabilities and fund equities of the Maryland Local
Government Investment Pool and is accounted for using the flow of economic resources measurement focus.

3. The agency funds are custodial in nature and do not present the results of operations or have a measurement focus.
The State uses agency funds to account for the receipt and disbursement of litigants, patient and prisoner accounts,
various taxes collected by the State for distribution to the Federal government and political subdivisions and amounts
withheld from employees’ payroll.

D. Change in Accounting Principles/Restatement of Beginning Balances:

As of July 1, 2003, the State adopted GASB Technical Bulletin No. 2004-1, Tobacco Settlement Recognition and Financial
Reporting Entity Issues. This technical bulletin resulted in changes to the recognition of a receivable and revenues related to
payments to the State under the Master Settlement Agreement with the major tobacco companies. As a result of adopting this
technical bulletin, the beginning net assets for the governmental activities is restated as follows (amounts expressed in 
thousands).

Beginning net assets as previously reported  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,779,155
Recognition of estimated revenues relating to cigarette sales from January 1 through June 30 . . . 74,324
Beginning net assets, as restated  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,853,479

As of July 1, 2003, the State adopted GASB Statement No. 39, Determining Whether Certain Organizations Are Component
Units, an amendment of GASB Statement No. 14. This statement resulted in certain foundations for the Higher Education
component unit, whose economic resources are significant to the State, being included within the Higher Education compo-
nent unit. Accordingly, the beginning net assets for the Higher Education component unit were restated to include these
foundations. In addition, the beginning net assets for the Higher Education component unit were restated due to an over-
statement of capital assets in prior fiscal years. The restatement of the beginning net assets for the Higher Education com-
ponent unit is as follows (amounts expressed in thousands). 

Beginning net assets, as previously reported  . . . . $2,717,777
Inclusion of certain foundations . . . . . . . . . . . . . . . 614,221
Adjustment of capital asset balances  . . . . . . . . . . . (32,400)
Beginning net assets, as restated  . . . . . . . . . . . . . . $3,299,598

E. Implementation of New Pronouncement:

The State has implemented GASB Statement No. 44, Economic Condition Reporting: The Statistical Section, effective for fis-
cal year ended June 30, 2004. Implementation of this standard had no impact on the State’s financial position.

F. New Pronouncements:

In March, 2003, GASB issued Statement No. 40, Deposit and Investment Risk Disclosures – an amendment of GASB
Statement No. 3, which addresses common deposit and investment risks. In June 2004, GASB issued Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The State is in the process of
assessing the impact of these statements and will implement them as of the effective date.
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2. Assets, Liabilities and Net Assets or Equity:
A. All Funds:

Deposits with Financial Institutions and Investments:

Substantially all cash and cash equivalents of the governmental fund types and certain enterprise, fiduciary funds and
component units are maintained by the State Treasurer on a pooled basis. The State Treasurer's Office invests short-term cash
balances on a daily basis primarily in repurchase agreements, U.S. Government obligations and money market mutual funds.
Under the State Finance and Procurement Article of the Annotated Code of Maryland, Title 6, Subtitle 2, the State Treasurer
may only invest in the following:

• Any obligation for which the United States Government has pledged its faith and credit for the payment of principal and
interest.

• Any obligation that a United States agency issues in accordance with an act of Congress.

• Repurchase agreements that any of the above obligations secure.

• Certificates of deposits of Maryland financial institutions.

• Banker's acceptances.

• Money market mutual funds.

• Commercial paper.

• Maryland Local Government Investment Pool.

In addition, bond sale proceeds may be invested in Municipal securities. A significant portion of the investments main-
tained by the State Treasurer consists of repurchase agreements. Collateral must be at least 102% of the book value of the
repurchase agreements and must be delivered to the State Treasurer's custodian for safekeeping.

Investments are recorded at fair value and changes in fair value are recognized as revenue. Fair values are based on quo-
tations from national security exchanges and security pricing services, or by the respective fund managers for securities
which are not actively traded. Investments maturing within 90 days of purchase are reported in the financial statements as
cash and cash equivalents. Changes in the carrying value of investments of the State Lottery Agency accrue to the benefit of
the unpaid prize winners. Consequently, these investments are presented at contract/face value.

Retirement Costs:

Substantially all State employees participate in one of several State retirement systems. (See Note 15.) The State also pro-
vides retirement benefits to teachers and certain other employees of its political subdivisions. Retirement costs have been
provided on the accrual basis, based upon actuarial valuations except that retirement expenditures for governmental funds
represent amounts contributed by the State for the fiscal year.

Accrued Self-Insurance Costs:

The accrued self-insurance costs represent the State’s liability for its various self-insurance programs. The State is self-
insured for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and cer-
tain employee health benefits. The State records self-insurance expenses in the proprietary funds and discretely presented
component units on an accrual basis and the modified accrual basis for the governmental funds. The long-term accrued self-
insurance costs of the governmental funds, which are not expected to be funded with current resources, are reported in the
government-wide financial statements.

Annual Leave Costs:

Principally all full-time employees accrue annual leave based on the number of years employed up to a maximum of 25
days per calendar year. Earned annual leave may be accumulated up to a maximum of 50 days as of the end of each calen-
dar year. Accumulated earned but unused annual leave for general government employees is accounted for in the govern-
ment-wide financial statements. Liabilities for accumulated earned but unused annual leave applicable to proprietary funds
and component units are reported in the respective funds.

Capital Assets:

Capital assets, which include property, plant, art and historical treasures, equipment, and infrastructure assets (e.g.,
roads, bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type activities columns
in the government-wide financial statements. Infrastructure acquired prior to fiscal years ended after June 30, 1980, is not
reported. Capital assets are defined by the government as assets with an initial, individual cost of more than $50,000 and an
estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the date of donation. The costs of nor-
mal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.
Major outlays for capital assets and improvements are capitalized as projects are constructed. 
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Capital assets of the primary government, as well as the component units, are depreciated using the straight line method
over the following estimated useful lives:

Assets Years

Buildings  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-50
Building improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-50
Vehicles  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-25
Office equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-10
Computer equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3-10
Computer software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5-10
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10-50

Long-term Obligations:

In the government-wide financial statements, and for proprietary fund types in the fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-type activ-
ities, or proprietary fund type statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the current period. The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Restricted Resources:

When both restricted and unrestricted resources are available for use, it is the State’s policy to use restricted resources
first, and then unrestricted resources as they are needed.

Debt Refinancing:

The gain or loss associated with debt refinanced is deferred and amortized to interest expense over the shorter of the life
of the new debt or old debt. 

Net Assets:

Net assets are divided into three categories. Net assets invested in capital assets net of related debt is the capital assets
less accumulated depreciation and outstanding principal of the related debt. Restricted net assets reflect restrictions on assets
imposed by parties outside the State. Unrestricted net assets is total net assets of the State less net assets invested in capital
assets net of related debt and restricted net assets. Unrestricted net assets are comprised mainly of cash, investments, loans,
and receivables.

B. Governmental Funds:

Inventories and Prepaid Items:

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased. 

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
the fund financial statements under the consumption method.

Grants:

Revenues from federal reimbursement type grants are recognized when the related expenditures are incurred and the rev-
enues are both measurable and available. The government considers all grant revenues to be available if they are collected
within 60 days of the current fiscal period. Distributions of food stamp benefits are recognized as revenues and expenditures
when the benefits are distributed to individual recipients.

Income Taxes:

The State accrues the net income tax receivable or records a deferred revenue based on estimated income tax revenues
and refunds due relating to the fiscal year, that will not be collected or paid until after the fiscal year end. This accrual is 
computed based on projected calendar year net tax collections, tax laws in effect, future projections and historical experience.

Sales and Use Taxes:

The State accrues June sales taxes that are not remitted at year end as a receivable. These taxes are considered measura-
ble and available since they represent June collections that are remitted to the State in July by merchants who collect the relat-
ed sales tax.
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Property Taxes:

The State levies an annual tax for the fiscal year beginning July 1 and ending June 30 on all real property subject to taxa-
tion, due and payable each July 1 and December 1 (lien dates), based on assessed values as of the previous January 1, estab-
lished by the State Department of Assessments and Taxation at 100% of estimated market value. Each of the counties,
Baltimore City and incorporated municipalities establish rates and levy their own tax on such assessed values. The State tax
rate in fiscal year 2004 was 13.2¢ per $100 of assessed value. Unpaid property taxes are considered in arrears on October 1
and January 1 respectively, and penalty and interest of 1% is assessed for each month or fraction of a month that the taxes
remain unpaid. Property taxes are accrued to the extent they are collected within 60 days of year end.

Escheat Property:

Escheat property is property that reverts to the State’s general fund in the absence of legal claimants or heirs. The escheat
activity is reported in the general fund. The asset is recognized in the period when the legal claim to the assets arises or when
the resources are received, whichever occurs first, and a liability is recognized for the estimated amount that ultimately will
be reclaimed and paid.

Intergovernmental Expenditures:

General, special revenue and capital projects fund revenues paid to political subdivisions, and bond proceeds granted to
political subdivisions and other public organizations, are recorded as intergovernmental expenditures. Direct grants and
other payments to, or on behalf of, political subdivisions are recorded as current expenditures.

Capital Assets:

Expenditures for capital assets are reported as capital outlays in the governmental funds.

Compensated Absences:

It is the State’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits. There is no
liability for unpaid accumulated sick leave since the State does not have a policy to pay any amounts when employees sep-
arate from service with the government. A liability for vacation pay amounts is reported in governmental funds only if they
have matured, for example, as a result of employee resignations and retirements.

Fund Equity:

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not avail-
able for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change.

C. Enterprise Funds, Fiduciary Funds and Component Units:

Basis of Accounting:

The accounts of the enterprise funds, fiduciary funds, and component units are maintained and reported using the accru-
al basis of accounting. Under this method, revenues are recorded when earned and expenses are recorded at the time liabil-
ities are incurred. For both the government-wide and the proprietary fund financial statements, the State has selected the
option to apply all applicable GASB pronouncements and only FASB Statements and Interpretations, Accounting Principles
Board (APB) Opinions and Accounting Research Bulletins (ARB) issued on or before November 30, 1989.

Enterprise funds and component units distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and delivering goods in connec-
tion with a proprietary fund’s principal ongoing operations. Operating expenses include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are report-
ed as non-operating revenues and expenses.

Cash and Cash Equivalents: 

The enterprise funds consider all highly liquid investments that mature within 90 days of purchase to be cash and cash
equivalents for reporting on the statement of cash flows.

Grants:

Revenues from federal reimbursement type grants are recorded when the related expenses are incurred.

Capital Assets:

Capital assets are stated at cost. Depreciation of the cost of capital assets is provided on the straight-line basis over esti-
mated useful lives of 25 to 50 years for depreciable real property, 5 to l0 years for building improvements, and 3 to 10 years
for equipment. Construction period interest is capitalized. Repairs and maintenance are charged to operations in the period
incurred. Replacements, additions and betterments are capitalized.

Lottery Revenues, Prizes and Related Transfers:

Revenues and prizes of the Maryland State Lottery Agency (Lottery) are primarily recognized when drawings are held.
Certain prizes are payable in deferred installments. Such liabilities are recorded at the present value of amounts payable in
the future. State law requires the Lottery to transfer to the State revenues in excess of amounts allocated to prize awards,
operating expenses and capital expenditures. The excess revenues from certain select games are transferred to the State's gen-
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eral fund, which then transfers the amounts to the Maryland Stadium Authority for operations and to cover the State’s cap-
ital lease payments to the Maryland Stadium Authority.

Provisions for Insurance and Loan Losses:

Current provisions are made for estimated losses resulting from insuring loans and uncollectible loans. Loss provisions
are based on the current status of insured and direct loans, including delinquencies, economic conditions, loss experience,
estimated value of collateral and other factors which may affect their realization.

Inventories:

Inventories are stated at the lower of cost or market, using the first-in, first-out method.

3. Deposits with Financial Institutions and the U.S. Treasury and Investments:
Cash and cash equivalents for the governmental funds, enterprise funds, fiduciary funds and component units totaled

$2,953,721,000, $1,185,112,000, $1,731,612,000, and $133,208,000 respectively, as of June 30, 2004. Included as cash and cash
equivalents for financial statement presentation were certain short term investments which are included in Note 3B and cat-
egorized as to custodial credit risk or included in Note 3B and not categorized as to credit risk because they do not exist in
physical or book entry form. These cash and cash equivalents totaled $2,953,721,000, $494,713,000, $1,555,621,000, and
$101,504,000 for the governmental funds, enterprise funds, fiduciary funds, and component units, respectively, as of June 30,
2004.

As of June 30, 2004, non-negotiable certificates of deposits totaling $20,839,000 and $1,500,000 were included in the invest-
ments of the governmental and enterprise funds, respectively. These investments were entirely insured by Federal deposito-
ry insurance or collateralized by securities held by the State’s agent in the State’s name.

A. Cash Deposits

Cash deposits are categorized to give an indication of the level of custodial credit risk assumed by the State. Category 1
includes deposits insured or collateralized with securities held by the State or its agent in the State’s name. Category 2
includes deposits collateralized with securities held by the pledging financial institution’s trust department or agent in the
State’s name. Category 3 includes deposits which are uncollateralized.

As of June 30, 2004, both the carrying value and the bank balance for the bank deposits of the governmental funds totaled
$20,839,000. This amount was insured by Federal depository insurance or collateralized by securities held by the State’s agent
in the State’s name and is a Category 1 asset. 

As of June 30, 2004, the book balance for the bank deposits for the enterprise funds of the primary government was
$691,899,000 and the bank balance was $701,576,000. Of this amount $6,125,000 was insured by Federal depository insurance
or collateralized by securities held by the State’s agent in the State’s name and is a Category 1 asset, and $415,000 was col-
lateralized with securities held by the pledging financial institution’s trust department in the agency’s name and is catego-
rized as risk Category 2. Of the remaining amount, $456,000 was uninsured and uncollateralized and is a Category 3 asset,
and $694,580,000 was on deposit with the U.S. Treasury and is not categorized as to custodial credit risk in accordance with
GASB Statement No. 3.

As of June 30, 2004, both the carrying value and the bank deposits for the fiduciary funds totaled $175,991,000. Of that
amount $67,195,000 was pooled by the State and is comprised of Category 1 assets. The remaining bank balance of
$108,796,000 was uninsured and uncollateralized and is a Category 3 asset.

As of June 30, 2004, the carrying value of bank deposits for the component units, excluding the deposits of the higher edu-
cation foundations in the amount of $3,434,000, totaled $7,561,000. The associated bank balance of cash deposited with finan-
cial institutions for the component units was $13,573,000. Of this amount, $13,105,000 is a Category 1 asset and is insured by
Federal, private or foreign national government depository insurance, or was collateralized by a pledge of U.S. Treasury obli-
gations held by the component unit’s agent in the component unit’s name. The remaining $468,000 is categorized as risk
Category 3.

B. Investments

The State’s investments are classified as to custodial credit risk by the three categories described below.

Category 1 Insured or registered, or securities held by the State or its agent in the State's name.

Category 2 Uninsured and unregistered, with securities held by the counterparty's trust department or agent in the
State's name.

Category 3 Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent,
but not in the State's name.

All of the State's investments held at year-end are subject to classification of custodial credit risk except for those invest-
ments, that do not exist in physical or book entry form, which by their nature are not subject to risk categorization. The State’s
pooled investments that are not subject to risk categorization include the Maryland Local Government Investment Pool,
annuity contracts, guaranteed investment contracts, mutual funds, real estate, and investments held by borrowers for lent
securities collaterized with cash.
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1. Investments-Governmental Funds:

Investments are stated at fair value that is based on quoted market prices. The investments as of June 30, 2004, for the
governmental funds of the primary government are categorized as follows (amounts expressed in thousands).

Category
1 2 3 Fair Value

U. S. Treasury and agency obligations  . . . . . . . . . $ 784,424 $ 784,424
Repurchase agreements . . . . . . . . . . . . . . . . . . . . .   2,849,847    2,849,847

$3,634,271 3,634,271

Items not subject to classification:
Money market mutual funds  . . . . . . . . . . . . . . . . 116,588
Local Government
Investment Pool  . . . . . . . . . . . . . . . . . . . . . . . . . . .      156,253

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,907,112

As of June 30, 2004, cash in the amount of $3,663,000 was maintained with fiscal agents and is included above. Of this
amount, $1,788,000 represents resources transmitted to bond paying agents for which coupons have not been presented. This
cash was invested in mutual funds that invest only in U.S. Treasury and agency obligations and, therefore, is not categorized.
The remainder, $1,875,000, represents sinking fund deposits made to redeem the 2002 Qualified Zone Academy Bonds due
in 2016. This cash was used to purchase repurchase agreements which are collateralized with U.S. Treasury Obligations and
guaranteed U.S. agency instruments and is classified as a Category 1 investment.

The Maryland Local Government Investment Pool is operated in accordance with Rule 2 a-7 of the Investment Company
Act of 1940, as amended. As of June 30, 2004, the net asset value, offering and redemption price per share was $1.00. The fair
value of the State of Maryland’s investment in the pool is equal to the fair value of its shares in the pool.

2. Investments-Enterprise Funds:

Investments of the enterprise funds are stated at fair value, which is based on quoted market prices and, for the Lottery,
contract/face value. The investment policies for all enterprise funds, with the exception of the Economic Development Loan
Programs, are the same as those of the State Treasurer. The Economic Development Loan Programs are authorized to invest
in obligations of the U.S. Treasury, U.S. Government agencies and corporations, political subdivisions of the U.S., banker’s
acceptances, repurchase agreements, corporate debt securities, certificates of deposit with foreign or domestic banks, corpo-
rate equity securities, convertible debt and limited partnership interests. 

The investments as of June 30, 2004, for the enterprise funds of the primary government are as follows (amounts expressed
in thousands).

Category
1 2 3 Fair Value

U. S. Treasury and agency obligations . . . . . . . . . . . . $1,403,576 $1,403,576
Repurchase agreements . . . . . . . . . . . . . . . . . . . . . . . . 143,726 143,726
Corporate equity securities . . . . . . . . . . . . . . . . . . . . .             267           267

$1,547,569 1,547,569

Items not subject to classification:
Money market mutual funds  . . . . . . . . . . . . . . . . . . . 460,820
Annuity contracts  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 203
Guaranteed investment contracts . . . . . . . . . . . . . . . . 19,549
Direct equity investments  . . . . . . . . . . . . . . . . . . . . . . 22,315
Investments held by borrowers under securities 

lent with cash collateral . . . . . . . . . . . . . . . . . . . . .        12,528
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,062,984

3. Investments-Fiduciary Funds:

The Pension Trust Funds (Funds), in accordance with State Personnel and Pensions Article Section 21-123 of the
Annotated Code of Maryland, are permitted to make investments subject to the terms, conditions, limitations, and restric-
tions imposed by the Board of Trustees of the State Retirement and Pension Systems of Maryland and the Board of Trustees
of the State’s Supplemental Retirement Plans. The law further provides that no more than 25% of the assets that are invest-
ed in common stocks may be invested in nondividend paying common stocks. In addition, no investment in any one organ-
ization may constitute more than 5% of the total assets of the Funds.

Investments of the State Retirement and Pension System of Maryland and the Maryland Transit Administration Pension
Plan are stated at fair value. The investments of the Maryland Transit Administration Pension Plan are held and invested on
their behalf by the State Retirement and Pension System of Maryland. For fixed income securities, fair value is based on quoted
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market prices provided by independent pricing services. Securities traded on a national or international exchange are val-
ued at the last reported sales price at current exchange rates. Mortgages and mortgage related securities are valued on the
basis of real estate investments which are based on estimated current values and independent appraisals. Fair value for alter-
native investments and mutual funds (other than those funds traded on a national or international exchange) is based on
information provided by the applicable fund managers.

State employees are offered participation in a deferred compensation plan (Plan) created in accordance with the Internal
Revenue Code, Sections 401(a), 401(k), 403(b) and 457. The Board of Trustees of the State's Supplemental Retirement Systems
is responsible for the implementation, maintenance and administration of the Plan. The Board has appointed a private 
company as the Plan administrator. Assets of the Plan are held in trusts for the exclusive benefit of participating employees
and their beneficiaries. Investments of the Plan are stated at fair value. Fair value of the investments are valued at cost plus
interest credited for fixed earnings investment contract pools and at fair value based on published quotations at each
December 31, or net asset value as provided by the investment carrier, for variable earnings investments.

The Maryland Local Government Investment Pool may invest in any instrument in which the State Treasurer may invest.
Permissible instruments are established under the State Finance and Procurement Article of the Annotated Code of
Maryland, Title 6, Subtitle 2. Investments of the plan are stated at fair value. Securities are valued daily on an amortized cost
basis which approximates market value. Money market funds are valued at the closing net asset value per share on the day
of valuation.

The investments as of June 30, 2004, for the fiduciary funds of the primary government are as follows (amounts expressed
in thousands).

Category
1 2 3 Fair Value

U. S. Treasury and agency obligations  . . . . . . . $ 1,395,714 $ 1,395,714
Repurchase agreements  . . . . . . . . . . . . . . . . . . . 347,986 347,986
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,452,093 1,452,093
Corporate equity securities  . . . . . . . . . . . . . . . . 8,793,009 8,793,009
Commercial paper  . . . . . . . . . . . . . . . . . . . . . . . 254,689 254,689
Bankers acceptances  . . . . . . . . . . . . . . . . . . . . . . 59,316 59,316
Mortgage backed securities  . . . . . . . . . . . . . . . .     1,256,447    1,256,447

$13,559,254 13,559,254

Items not subject to classification:
Guaranteed investment contracts  . . . . . . . . . . . 470,926
Insurance contracts  . . . . . . . . . . . . . . . . . . . . . . . 4,124
Annuity contracts  . . . . . . . . . . . . . . . . . . . . . . . . 337,084
Mutual funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,271,823
Real estate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 782,550
Global pooled with short term investments  . . . 1,372,448
Investments held by borrowers under securities 

lent with cash collateral:
U.S. Treasury and agency obligations  . . . . . 528,844
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,526
Corporate equity securities  . . . . . . . . . . . . . 877,145

Collateral for loaned securities  . . . . . . . . . . . . .    1,575,643
Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $35,906,367

The Funds may invest in derivatives as permitted by guidelines established by the Board of Trustees of the State
Retirement and Pension Systems of Maryland. Compliance with these guidelines is monitored by the Fund’s staff. At times,
the Funds invest in foreign currency forward contracts, options, futures, swaps, collateralized mortgage obligations, mort-
gage-backed securities, interest-only securities and principal-only securities. No derivatives were purchased with borrowed
funds.

Derivatives are used to hedge against foreign currency risk, improve yield, adjust the duration of the fixed income port-
folio, or hedge against changes in interest rates. These securities are subject to changes in value due to changes in interest
rates or currency valuations. The mortgage-backed securities are subject to prepayment risk when interest rates are falling.
Credit risk for derivatives is the risk that the counterparty will be unable to meet its obligations. Substantially all derivatives
are recorded at fair value in the Statement of Net Assets.

The Funds invest in foreign currency forward contracts to hedge the currency risk in their international and global port-
folios. These contracts are reported at fair value based on published market prices and quotations from major investment
firms. The Funds could be exposed to risk if the counterparties to the contracts are unable to meet the terms of the contracts.
The Funds seek to minimize risk from counterparties by establishing minimum credit quality standards.
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4. Investments-Component Units:

Investment accounts established by higher education institutions relate principally to endowments and trust accounts
required by debt instruments. In general, endowment resources can be invested in debt and equity securities, and trust
accounts can be invested only in debt securities. These investments include U.S. Treasury and agency obligations, corporate
debt and equity securities, asset-backed securities and mutual funds that invest in government securities.

The Maryland Stadium Authority’s marketable securities are held by the Bond Trustee. Proceeds to purchase these mar-
ketable securities were derived from various bond issues, and any proceeds from the sale of these marketable securities are
restricted to the purpose of the original bond issue.

Investments of the higher education institutions and the Maryland Stadium Authority are stated at fair value, which is
based on quoted market prices.

The investments as of June 30, 2004, for the discretely presented component units, excluding the investments of the high-
er education foundations in the amount of $578,684,000, are as follows (amounts expressed in thousands). The foundation
investments are not categorized in accordance with GASB Statement No. 3 because the foundations are not required to and
do not follow the GASB.

Category
1 2 3 Fair Value

U.S. Treasury and agency obligations . . . . . . . . . $  27,040 $ 289 $  27,329
Repurchase agreements . . . . . . . . . . . . . . . . . . . . $1,584 1,584
Corporate debt securities . . . . . . . . . . . . . . . . . . . 13,330 657 13,987
Corporate equity securities. . . . . . . . . . . . . . . . . . 154,544 1 154,545
Asset-backed securities . . . . . . . . . . . . . . . . . . . . . 8,742 2,131 10,873
Foreign government securities . . . . . . . . . . . . . . . 27 27

$203,656 $3,105 $  1,584 208,345
Items not subject to classification:
Mutual funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   446,460

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $654,805

C. Securities Lending Transactions:

1. Governmental and Enterprise Fund Types:

Under Section 2-603 of the State’s Finance and Procurement Article, the State lends U.S. Government securities to broker-
dealers and other entities (borrowers). The State Treasurer’s Office controls the program and authorizes all transactions.
These transactions may involve certain investments held in the State treasury for the benefit of State agencies. The State’s
custodial bank manages the securities lending program by contracting with a lending agent who receives cash as collateral.
The lending agent may use or invest cash collateral in accordance with the reinvestment guidelines approved by the State
Treasurer’s Office. The collateral will be returned for the same securities in the future. Cash collateral is initially pledged at
greater than the market value of the securities lent and additional cash collateral has to be provided by the next business day
if the aggregate value of the collateral falls to less than 100 percent of the market value of the securities lent. 

Securities on loan at year-end are owned by the Maryland State Lottery Agency and are reported as assets on the
Statement of Net Assets and presented as unclassified in the preceding Investments-Enterprise Funds schedule of custodial
credit risk in Note 3B.2. At year-end, the State has no credit risk exposure to borrowers because the amounts the State owes
the borrowers exceed the amounts the borrowers owe the State. As of June 30, 2004, the fair value of the loaned securities
and the related collateral were as follows (amounts expressed in thousands).

Fair Value
Lent Collateral Percent

Securities Received Collateralized

Securities-US Treasury Obligations  . . . . . . . . . . . . . . . . . $12,528 $12,714 101.5%

Either the State or the borrower may terminate the lending agreements on demand. Lending agreements are usually short
in duration. The duration of lending agreements is matched with the term to maturity of the investment of the cash collat-
eral by investing only in repurchase agreements. Such matching existed at year-end. Investments made with cash received
as collateral are reported as Governmental Activities assets on the Statement of Net Assets and are included in the preced-
ing Investments-Governmental Funds schedule in Note 3B.1.

The bank is obligated to indemnify the State against liability for any suits, actions, or claims of any character arising from
or relating to the performance of the bank under the contract, except for liability caused by acts or omissions of the State.

The State did not experience any losses on their securities lending transactions for the year ended June 30, 2004.
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2. Fiduciary Funds:

The Pension Trust Funds (Funds) participate in a securities lending program as permitted by the investment policies as
approved by the Board of Trustees. The Funds’ custodian lends specified securities to independent brokers in return for col-
lateral of greater value. All lent securities are reported as assets on the Statement of Fiduciary Net Assets. Securities on loan
at year-end for cash collateral are presented as unclassified in the preceding investments – fiduciary funds schedule of cus-
todial credit risk. Securities on loan at year-end for collateral other than cash are classified according to the custodial credit
risk category applicable to the collateral received.

Borrowing brokers must transfer in the form of cash or other securities, collateral valued at a minimum of 102% of the
fair value of domestic securities and international fixed income securities, or 105% of the fair value of international equity
securities on loan. Collateral is marked to market daily. If the fair value of the pledged collateral falls below the specified lev-
els, additional collateral is required to be pledged by the close of the next business day. In the event of default by a borrow-
ing broker, the Funds’ custodial bank is obligated to indemnify the Funds if, and to the extent that, the fair value of collater-
al is insufficient to replace the lent securities. The Funds have not experienced any loss due to credit or market risk on secu-
rities lending activity since inception of the program. As of June 30, 2004, the Funds had no credit risk exposure to borrow-
ers because the fair value of collateral held for securities lent exceeded the fair value of the related securities, as follows
(amounts expressed in thousands).

Fair Value
Lent Collateral Percent

Securities Received Collateralized
Securities:

International equity securities  . . . . . . . . . . . . . . . . . . . . . . . . $ 550,741 $  577,990 104.9%
Fixed and domestic equity securities  . . . . . . . . . . . . . . . . . . 1,009,063 1,025,402 101.6%

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,559,804 $1,603,392

Although the average term of the Funds’ security loans is one week, each loan can be terminated at will by either the
Funds or the borrower. Cash collateral is invested in one of the lending agent’s short-term investment pools, which at 
June 30, 2004, had a weighted average maturity of 52 days and an average expected maturity of 118 days. Because the rela-
tionship between the maturities of the investment pools and the Fund’s security loans is affected by the maturities of the
loans made by other entities that use the agent’s pools, the Funds cannot match maturities. The Funds cannot pledge or sell
collateral securities received unless and until a borrower defaults. Investments made with cash received as collateral and the
corresponding liabilities are reported in the Statement of Fiduciary Net Assets, Pension and Other Employee Benefits Trust
Funds. 

4. Receivables:
Taxes receivable, as of June 30, 2004, consist of the following (amounts expressed in thousands)

Major Governmental Funds
Special Non-Major

General Revenue Governmental Funds

Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $220,195
Sales and use taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 310,682
Transportation taxes, principally motor vehicle fuel

and excise  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 90,732
Other taxes, principally alcohol and property  . . . . . . . . . 21,435 $6,707

Less: allowance for uncollectibles  . . . . . . . . . . . . . . . .   (7,783) _______     ______
Taxes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . $544,529 $90,732 $6,707

Tax revenues are reported net of uncollectible amounts. Total uncollectible amounts related to tax revenues of the current
period are $5,252,000.

Other accounts receivable in the governmental funds of $506,696,000, including $73,732,000 due in excess of one year, con-
sist of various miscellaneous receivables for transportation costs, collection of bills owed to the State’s collection unit, reim-
bursement and rebates for health and mental hygiene facilities, and public assistance and food stamp overpayments and sur-
charges.

Other accounts receivable for the enterprise funds of $219,009,000, primarily consist of $129,905,000 due to the Maryland
Unemployment Trust Fund from employers and for benefit overpayments, and $21,970,000, due to the Maryland State
Lottery Agency for lottery ticket sale proceeds.

Other accounts receivable in the agency funds of $1,308,046,000 represent cash pooled in the State treasury that is being
held pending distribution to local governments.
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5. Deferred Revenue:
Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be

available to liquidate liabilities of the current period. Governmental funds, enterprise funds, and component units also defer
revenue recognition in connection with resources that have been received, but not yet earned.

At the end of the current fiscal year, the various components of deferred revenue reported in the governmental funds and
enterprise funds were as follows (amounts expressed in thousands).

Unavailable Unearned

Tax receivables for revenues not considered available to 
liquidate liabilities of the current period (general fund)  . . . . . . . . . . . . . . . . . . . $  97,649

Other receivables for revenues not considered available
to liquidate liabilities of the current period (general fund) . . . . . . . . . . . . . . . . . 167,683

Other receivables for revenues not considered available to liquidate liabilities
of the current period (special revenue fund)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,124

Other receivables for revenues not considered available
to liquidate liabilities of the current period 
(other governmental funds)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 137

Income tax and other receipts that have been received, but not
earned (general fund)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $149,489

Revenue in connection with resources that have been received,
but not earned (special revenue fund)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,765

Revenue in connection with resources that have been received,
but not earned (other governmental funds)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 977

Revenue in connection with resources that have been received,
but not earned (enterprise funds)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,512

Total deferred/unearned revenue for governmental funds and
enterprise funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $278,593 $164,743

6. Loans and Notes Receivable and Investment in Direct Financing Leases:
A. Loans and Notes Receivable:

Loans and notes receivable, as of June 30, 2004, consist of the following (amounts expressed in thousands).

Primary Government Component Units

Special Revenue Non-major
Department of Governmental Higher Stadium

General Transportation Funds Enterprise Education Authority

Notes receivable:
Political subdivisions - 
Water quality projects  . . . . . . . . . . . . . . . $ 5,540 $ 519,026
Construction  . . . . . . . . . . . . . . . . . . . . . . $10,438
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48
Hospitals and nursing homes  . . . . . . . . 5,939

Permanent mortgage loans  . . . . . . . . . . . . . 2,041,923
Student and health profession loans . . . . . . $ 74,281
Shore erosion loans . . . . . . . . . . . . . . . . . . . . 8,111
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,667 _________ __________ ______________     5,291 $5,230

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,667 10,438 19,638 2,560,949 79,572 5,230
Less: Allowance for possible loan losses. _________ _________ __________     186,480     9,961 _________
Loans and notes receivable, net  . . . . . . . 1,667 10,438 19,638 2,374,469 69,611 5,230

Due within one year  . . . . . . . . . . . . . . . . . . .      288   3,105     2,818       88,766   12,715      343
Due in more than one year  . . . . . . . . . . . . . $1,379 $7,333 $16,820 $2,285,703 $56,896 $4,887

Certain notes receivable for advances of general obligation bond proceeds bear interest at rates ranging from 3.3% to 8.8%
and mature in not more than 29 years.

Water quality project loans consist of loans to various local governments and other governmental entities in the State for
wastewater projects under the United States Environmental Protection Agency’s (EPA) Capitalization Grants for State
Revolving Funds’ federal assistance program. The permanent mortgage loans consist of financing for single and multi-fam-
ily projects, rental projects, small businesses, industrial sites and various other purposes. Student and health profession loans
are made pursuant to student loan programs funded through the U.S. Government.
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B. Investment in Direct Financing Leases:

Enterprise Funds:

As of June 30, 2004, the Maryland Transportation Authority (Authority) has direct financing leases with the State’s
Department of Transportation and Washington Metropolitan Area Transit Authority. The present value of the direct financing
leases as of June 30, 2004 was $418,428,000. As of June 30, 2004, the Authority held $89,602,000 to be spent to complete assets
under these direct financing leases. Lease payments receivable (including unearned interest) for each of the five succeeding
fiscal years and thereafter, including repayment of amounts to be spent, consist of the following (expressed in thousands).

2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  30,994
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,306
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,688
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,857
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,084
2010-2014  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225,282
2015 -2019  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 167,780
2020 -2024  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 154,881
2025 -2029  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111,169
2030-2032  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    35,255

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 881,296
Less: Unearned interest income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   373,266

Net lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 508,030
Restricted investments related to unexpended bond proceeds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     89,602

Net investments in direct financing leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $418,428

Component Units:

As of June 30, 2004, the Maryland Stadium Authority (Authority) has direct financing leases with the State. The present
value of the direct financing leases as of June 30, 2004, is $294,443,000. As of June 30, 2004, the Authority held $26,512,000 to
be spent to complete assets under these direct financing leases. Lease payments receivable (including unearned interest) for
each of the five succeeding fiscal years and thereafter, including repayment of amounts to be spent, consist of the following
(expressed in thousands).

2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 30,481
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,543
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,695
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,858
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,297
2010-2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 157,758
2015-2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,471
2020-2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,306
2025-2026 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     13,840

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 522,249
Less: Unearned interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    201,294

Net lease payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 320,955
Restricted investments related to unexpended bond proceeds  . . . . . . . . . . . . . . . . . . . . . . . . . .     26,512

Net investments in direct financing leases  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $294,443

7. Restricted Assets:
Certain assets of the governmental activities, business-type activities and component units are classified as restricted

assets on the Statement of Net Assets. The purpose and amount of restricted assets as of June 30, 2004, were as follows
(amounts expressed in thousands).

Amount Purpose

Governmental Activities:
$33,745 Represents money restricted for completion of transportation construction projects main-

tained in a trust account per Certificates of Participation agreements.
1,981 Represents cash and cash equivalents restricted for debt service payments according to bond

agreements.
1,788 Represents funds transmitted to bond paying agents and restricted for payments for coupons

and bonds that have not been presented.
1,875 Represents sinking fund deposits restricted for redemption of term bonds.
8,112 Shore Erosion Control Program loans, the repayments of which are restricted by statute for

future loans.
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Business-type Activities:
$2,644,170 Assets of the Community Development Administration and the State Funded Loan

Programs are restricted for various mortgage loans for low-income housing and local gov-
ernments’ public facilities.

168,738 The purpose of the restricted assets is to secure the loans and revenue bonds of the Maryland
Water Quality Administration made for waste-water treatment systems, drinking systems
and secured deposits.

684,728 Restricted assets represent deposits with the U.S. Treasury to pay unemployment compensa-
tion benefits in accordance with federal statute.

212,925 This cash is held in separate annuity contracts and coupon bonds in the Maryland State
Lottery Agency for winning lottery ticket payouts.

242,356 Cash and investments have been restricted in accordance with revenue bond debt covenants
of the Maryland Transportation Authority for completion of capital projects, facility opera-
tions, and debt service.

Component Units:
$122,681 Restricted assets of higher education include funds held by the trustee for future construc-

tion projects, cash restricted for endowment purposes, and assets associated with student
loans and loan repayments.

27,438 Restricted assets of Maryland Stadium Authority include cash and cash equivalents and 
investments that relate to revenue bond indentures.

20,984 Restricted assets include investments that relate to revenue bond indentures and to restrict-
ed project advances for the provision of water supply and waste-water treatment by the
Maryland Environmental Service.

221 Assets of the Maryland Food Center Authority restricted by agreements with tenants.

8. Interfund Receivables and Payables:
Interfund balances, as of June 30, 2004, consist of the following (amount expressed in thousands).

Receivable Fund Payable Fund Amount
General Fund Special Revenue Fund $18,578 (a)

Enterprise Funds
Economic Development Loan Programs 1,426 (b)
Maryland State Lottery Agency 39,855 (a)

$ 59,859 

Special Revenue Fund General Fund $227,019 
Maryland Transportation Authority 13,124 (c)

$240,143

Non-major Governmental Funds General Fund $ 92,952 

Enterprise Funds -
Economic Development Loan Programs General Fund $164,783 
Maryland State Lottery Agency General Fund 64,993 
Maryland Transportation Authority Special Revenue Fund 10,157 (d)
Non-major Enterprise Funds General Fund 111,960 

$351,893 

The receivable and payable transactions between the Primary Government and Component Units, as of June 30, 2004,
consist of the following (amounts expressed in thousands).

Receivable Fund Payable Fund Amount
General Fund Component Units - 

Maryland Stadium Authority $3,020 (a)

Components Units - 
Higher Education Fund General Fund $615,555 
Maryland Stadium Authority General Fund 4,774 
Non-major Component Units General Fund 39,212

$659,541 
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(a) The amounts represent monies collected by the special revenue fund, the Maryland State Lottery and the
Maryland Stadium Authority in June, 2004, and paid to the general fund in July, 2004.

(b) The amounts represent short term advances from the general fund, which should not be occurring in the future.

(c) The Maryland Transportation Authority collects fees for the special revenue fund. The money will be used to
build and maintain special revenue fund infrastructure, structures and other improvements.

(d) The Maryland Transportation Authority lent funds to the special revenue fund for a construction project at the
Seagirt Marine Terminal. The balance outstanding at June 30, 2004 was $10,157,000. Payments will continue for
33 years after completion of the project.

All remaining amounts which are due from the general fund represent pooled cash belonging to the other funds on
deposit with the State Treasurer.

All interfund balances except for (d), above, are expected to be repaid by June 30, 2005.

9. Interfund Transfers:
Interfund transfers, as of June 30, 2004, consist of the following (amounts expressed in thousands).

Transfers In Transfers Out Amount
General Fund Special Revenue Fund $325,385

Non-major Governmental Funds 26,314
Enterprise Funds -

Maryland State Lottery Agency 458,373
Economic Development Loan Programs 6,029
Non-major Enterprise Funds       2,000

$818,101

Special Revenue Fund  General Fund $130,663

Non-major Governmental Funds General Fund $ 27,314
Special Revenue Fund 135,252

$162,566

Enterprise Funds - 
Loan Programs General Fund $ 15,049

Non-major Governmental Funds 15,819
$ 30,868

Transfers are primarily used to 1) transfer revenues from the fund required by statute or budget to collect the revenue to
the fund required by statute or budget to expend them, 2) transfer receipts restricted to debt service from the funds collect-
ing the receipts to the non-major governmental funds as debt service payments become due, and 3) provide unrestricted rev-
enues collected in the general fund to finance various programs accounted for in other funds in accordance with budgetary
authorizations. In addition, the non-major governmental funds transferred $2,431,000 of interest earned on bonds,
$23,167,000 return of funds for rescinded pay-as-you-go capital projects, and $716,000 of Shore Erosion loan funds to the gen-
eral fund. The general fund transferred $620,000 for redemptions and interest on state bonds, $9,358,000 for program open
space capital projects, and $17,336,000 for other capital projects, primarily public school construction, to the non-major gov-
ernmental funds.

The Maryland State Lottery transferred revenue in excess of funds allocated to prize awards, operating expenses and cap-
ital expenditure payments in the amount of $458,373,000, to the general fund. The general fund transferred $15,049,000 to
support the operations of Enterprise Funds – Loan Programs and the Enterprise Funds – Loan Programs transferred
$5,529,000 of unused funds to the general fund. Also, expenditures for capital projects of $15,819,000 were transferred to
Enterprise Funds – Loan Programs.

During the year, the general fund and other governmental funds had expenditures of $837,538,000 and $199,293,000,
respectively, that were for funds provided to supplement revenues and construction costs, respectively, of the higher educa-
tion component units. The general fund also had net expenditures of $16,926,000 that were for funds provided to supplement
revenues of the Maryland Stadium Authority.

10. Capital Assets:
A. Capital Assets, Primary Government:

Capital assets activity by asset classification net of accumulated depreciation, for the year ended June 30, 2004, was as fol-
lows (amounts expressed in thousands).



Governmental activities:

Balance Transfers Balance
Classification July 1, 2003 Additions Deletions In (Out) June 30, 2004
Capital assets, not being depreciated,
Land and improvements  . . . . . . . . . . . . . . $ 2,386,186 $ 3,599 $ 2,736 $ 29,721 $ 2,416,770
Art and historical treasures  . . . . . . . . . . . . 26,883 160 27,043
Construction in progress  . . . . . . . . . . . . . .  2,231,964   1,087,438 12,662 (859,475)   2,447,265

Total capital assets, not being 
depreciated  . . . . . . . . . . . . . . . . . . . . . . . .  4,645,033   1,091,197 15,398 (829,754)   4,891,078

Capital assets, being depreciated,
Structures and improvements  . . . . . . . . . . 4,290,320 67,626 2,109 311,989 4,667,826
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 1,861,257 78,232 42,811 98,567 1,995,245
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . .  12,022,205      316,264 17,039 419,198  12,740,628

Total capital assets, being depreciated  . .  18,173,782      462,122 61,959 829,754  19,403,699
Less accumulated depreciation for,
Structures and improvements  . . . . . . . . . . 1,462,825 121,664 3,578 1,580,911
Equipment . . . . . . . . . . . . . . . . . . . . . . . . . . 1,064,631 169,452 33,672 1,200,411
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . .  4,933,120      537,733  16,584   5,454,269

Total accumulated depreciation  . . . . . . .  7,460,576      828,849  53,834   8,235,591
Total capital assets, net  . . . . . . . . . . . . . . $15,358,239 $ 724,470 $23,523 $16,059,186

Business-type activities:

Balance Balance
Classification July 1, 2003 Additions Deletions June 30, 2004
Capital assets, not being depreciated, 
Land and improvements  . . . . . . . . . . . . . . . $   105,080 $  3,198 $ 108,278
Capital assets, being depreciated,
Structures and improvements . . . . . . . . . . . 1,142 101 1,243
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . 32,610 3,256 $680 35,186
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . .  2,163,008  90,815 ___ 2,253,823

Total capital assets, being depreciated..  . .  2,196,760  94,172 680 2,290,252

Less accumulated depreciation for,
Structures and improvements . . . . . . . . . . . 724 75 799
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . 17,666 5,662 664 22,664
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . .    855,547  48,343 ___   903,890

Total accumulated depreciation  . . . . . .    873,937  54,080 664   927,353
Total capital assets, net  . . . . . . . . . . . . . . . $1,427,903 $43,288 $ 16 $1,471,177

B. Depreciation Expense, Primary Government:

The depreciation expense for the year ended June 30, 2004, for the primary government was charged as follows (amounts
expressed in thousands).

Governmental activities:

Function Amount

General government . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,486
Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,279
Judiciary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,581
Business and economic development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12
Labor, licensing and regulation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 496
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,647
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,599
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 678
Transportation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 678,849
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,683
Housing and community development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,924
Natural resources and recreation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,574
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,041

Total depreciation expense – governmental activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $828,849
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Business-type activities:

Function Amount
State Lottery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,623
Transportation Authority  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,315
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,132
Economic Development Loan Programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10

Total depreciation expense - business type activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 54,080

11. Long-Term Obligations:
A. Governmental Activities:

Changes in governmental activities’ long-term debt, for the year ended June 30, 2004, are as follows (amounts expressed
in thousands).

Beginning Ending Amounts Due
Balance Additions Reductions Balance Within One Year

Bonds and Notes Payable:
General Obligation Bonds  . . . . . . . . . $3,932,493 $ 500,000 $ 330,215 $4,102,278 $347,775
Transportation Bonds . . . . . . . . . . . . . 964,400 395,900 172,210 1,188,090 116,470
Deferred amounts:

Issuance premiums  . . . . . . . . . . . . 212,979 86,509 20,977 278,511
Refunding . . . . . . . . . . . . . . . . . . . .    (24,250)   (13,597)   (5,159)   (32,688)

Total bonds and
notes payable  . . . . . . . . . . . . . .  5,085,622   968,812  518,243  5,536,191 464,245

Other Liabilities:
Compensated absences  . . . . . . . . . . . 231,306 151,834 146,267 236,873 145,581
Self insurance costs  . . . . . . . . . . . . . . 262,222 729,889 721,711 270,400 101,387
Escheat property . . . . . . . . . . . . . . . . . 30,938 36,426 18,207 49,157 26,700
Obligations under

capital leases . . . . . . . . . . . . . . . . . . 262,792 126,364 44,128 345,028 45,024
Obligations under 

capital leases with
component units  . . . . . . . . . . . . . . 296,672 19,091 11,862 303,901 13,156

Other long-term liabilities  . . . . . . . . .    322,692    239,617      5,300    557,009    5,945
Total other liabilities  . . . . . . . . . . .   1,406,622  1,303,221    947,475   1,762,368  337,793

Total long-term liabilities-
governmental activities  . . . . . . $6,492,244 $2,272,033 $1,465,718 $7,298,559 $802,038

General Obligation Bonds -

General obligation bonds are authorized and issued primarily to provide funds for State owned capital improvements,
facilities for institutions of higher education and the construction of public schools in political subdivisions. Bonds have also
been issued for local government improvements, including grants and loans for water quality improvement projects and cor-
rectional facilities, and to provide funds for loans or outright grants to private, not-for-profit cultural or educational institu-
tions. Under constitutional requirements and practice, the Maryland General Assembly, by a separate enabling act, author-
izes loans for particular objects or purposes. Thereafter, the Board of Public Works, a constitutional body comprised of the
Governor, the Comptroller and the State Treasurer, by resolution, authorizes the issuance of bonds in specified amounts for
part or all of the loans authorized by particular enabling acts. General obligation bonds are subject to arbitrage regulations.
However, there are no major outstanding liabilities in connection with these regulations as of June 30, 2004. Bonds issued
after January 1, 1988, are subject to redemption provisions at the option of the State.

General obligation bonds, which are paid from the general obligation debt service fund, are backed by the full faith and
credit of the State and, pursuant to the State Constitution, must be fully paid within 15 years from the date of issue. Property
taxes, debt service fund loan repayments and general fund and capital projects fund appropriations provide the resources
for repayment of general obligation bonds. During fiscal year 2004, the State issued $500,000,000 of general obligations at a
premium of $52,615,000 with related issuance costs of $1,994,000. The bonds were used to fund capital improvements.

Refunded bonds of $152,165,000 maturing in fiscal years 2006-2010 and callable in fiscal year 2005 were considered
defeased as of June 30, 2004. Accordingly, the trust account assets and the liability for the defeased bonds are not included
in these financial statements.



General obligation bonds issued and outstanding, as of June 30, 2004, are as follows (amounts expressed in thousands).

Interest Principal Principal 
Issue Maturity Rates Issued Outstanding

6/3/93(a) 1994-2006 4.50-5.10% $ 147,740 $ 30,810
10/21/93(a) 1995-2009 3.00-4.75 283,545 76,010
3/3/94 1997-2009 3.50-4.75 119,965 31,020
6/2/94 1997-2009 4.88-5.50 120,000 10,065
10/20/94 1998-2010 5.00-6.00 160,000 26,115
3/23/95 1998-2010 5.00-5.70 175,000 28,660
10/26/95 1998- 2010 4.50-5.13 150,000 91,840
2/29/96 1999-2011 4.00-4.90 170,000 104,085
6/20/96 1999-2011 5.00-5.25 150,000 92,620
10/24/96 2000-2012 5.00 170,000 117,335
3/13/97 2000-2012 5.00 240,000 165,135
8/14/97 2001-2013 4.75-5.00 250,000 189,165
3/5/98 2001-2013 4.50-5.00 250,000 189,165
7/22/98 2002-2014 5.00-5.25 250,000 205,505
3/11/99 2002-2014 4.00-4.50 225,000 183,650
7/29/99 2003-2015 4.25-5.25 125,000 110,015
8/3/00 2004-2016 5.13-5.75 200,000 188,925
3/8/01 2004-2016 4.00-5.50 200,000 188,885
7/26/01 2005-2017 5.00-5.50 200,000 200,000
11/21/01 2016 0  (b) 18,098 18,098
3/21/02(a) 2003-2017 4.00-5.50 309,935 284,240
8/15/02(a) 2003-2018 3.00–5.50 515,830 484,815
3/6/03(a) 2005-2018 5.00-5.25 586,120 586,120
8/5/03 2007-2019 5.00    500,000    500,000

$5,516,233 $4,102,278

(a) Includes refunding debt
(b) Qualified Zone Academy Bonds are non-interest bearing.

General obligation bonds authorized, but unissued, as of June 30, 2004, total $1,946,454,000.

As of June 30, 2004, general obligation debt service requirements for principal and interest in future years are as 
follows (amounts expressed in thousands).

Years Ending 
June 30, Principal Interest

2005  . . . . . . . . . . . . . . . . . $ 347,775 $ 203,571
2006  . . . . . . . . . . . . . . . . . 386,025 186,093
2007  . . . . . . . . . . . . . . . . . 401,555 166,697
2008  . . . . . . . . . . . . . . . . . 382,515 147,897
2009  . . . . . . . . . . . . . . . . . 372,750 128,357
2010-2014  . . . . . . . . . . . . . . . . . 1,485,240 381,527
2015-2019  . . . . . . . . . . . . . . . . .      726,418        81,802

Total  . . . . . . . . . . . . . . . . . $4,102,278 $1,295,944

On August 10, 2004, general obligation bonds aggregating $400,000,000 were issued for capital improvements. The inter-
est rate on the new issue is 5.0%, and the bonds mature serially through 2020. Also, on October 21, 2004, general obligation
refunding bonds aggregating $574,655,000 were issued to advance refund certain outstanding general obligation bonds
issued between 1995 and 2001 with interest rates ranging from 4.0% to 6.0%, in order to realize savings on debt service costs.
The interest rate on the new issue is 5.0% and the bonds mature serially through 2016. As a result of the refunding, a net pres-
ent value savings of approximately $23,600,000 will be realized. 

Transportation Bonds - 

Transportation bonds outstanding as of June 30, 2004, are as follows (amounts expressed in thousands).

Outstanding

Consolidated Transportation Bonds – 2.0% to 5.5%, due serially through 2019 . . . . . . . . . . . . . . . . . . . . . . $  847,500
Consolidated Transportation Bonds, Refunding – 1.5% to 5.5%, due serially through 2014  . . . . . . . . . . . . 338,150
County Transportation Bonds – 5.9% to 6.2%, due serially through 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . .      2,440

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,188,090
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Consolidated Transportation Bonds are limited obligations issued by the Maryland Department of Transportation
(Department) for highway, port, airport, rail, or mass transit facilities, or any combination of such facilities. The principal
must be paid within 15 years from the date of issue. 

As provided by law, the General Assembly shall establish in the budget for any fiscal year a maximum outstanding aggre-
gate amount of these Consolidated Transportation Bonds as of June 30 of the respective fiscal year that does not exceed
$1,500,000,000 through June 30, 2004 and $2,000,000,000 thereafter. The aggregate principal amount of those bonds that was
allowed to be outstanding as of June 30, 2004, was $1,253,000,000. The aggregate principal amount of Consolidated
Transportation Bonds outstanding as of June 30, 2004, was $1,185,650,000. Consolidated Transportation Bonds are paid from
the transportation debt service fund. Principal and interest on Consolidated Transportation Bonds are payable from the pro-
ceeds of certain excise taxes levied by statute and a portion of the corporate income tax credited to the Department. These
amounts are applicable to the extent necessary for that exclusive purpose before being available for other uses by the
Department. If those tax proceeds become insufficient to meet debt service requirements, other receipts of the Department
are available for that purpose. The holders of such bonds are not entitled to look to other State resources for payment.

Under the terms of the authorizing bond resolutions, additional Consolidated Transportation Bonds may be issued, pro-
vided, among other conditions, that (1) total receipts (excluding Federal funds for capital projects, bond and note proceeds,
and other receipts not available for debt service), less administration, operation and maintenance expenses for the preceding
fiscal year, equal at least two times the maximum annual debt service on all Consolidated Transportation Bonds outstanding
and to be issued, and that (2) total proceeds from pledged taxes equal at least two times the maximum annual debt service
on all Consolidated Transportation Bonds outstanding and to be issued.

County Transportation Bonds are issued by the Department, and the proceeds are used by participating counties and
Baltimore City to fund local road construction, reconstruction and other transportation projects and facilities and to provide
local participating funds for federally-aided highway projects. Debt service on these bonds is payable from the counties' and
Baltimore City's shares of highway user revenues. Legislation was enacted during the 1993 session of the General Assembly
that established an alternative County transportation bond program. This new legislation provides features similar to the
previous program except that the County transportation debt will be the obligation of the participating counties rather than
the Department.

Arbitrage regulations are applicable to the transportation bonds payable. The Department estimates there are no materi-
al liabilities for arbitrage rebates as of June 30, 2004. 

During fiscal year 2004, the Department issued $395,900,000 of Consolidated Transportation Bonds at a premium of
$33,894,000. Of the total bonds issued, $75,900,000 was used to advance refund certain bonds issued between 1996 and 1999.
The remainder was used to fund capital improvements. The amounts related to the refunding bonds and related premium
of $7,691,000 were transferred to an escrow agent and used to purchase U.S. government securities. These securities will be
used to secure the principal, call premium, and interest related to the refunded bonds. The purpose of the refunding was to
realize savings on debt service costs. The aggregate difference in debt service between the refunded debt and the refunding
debt is $4,759,000. The economic gain on the transaction is $3,710,000. Refunded bonds of $77,500,000 were considered
defeased as of June 30, 2004. Accordingly, the trust account assets and the liability for the defeased bonds are not included
in these financial statements.

As of June 30, 2004, Department bond debt service requirements for principal and interest in future years are as follows
(amounts expressed in thousands).

Consolidated and County Transportation Bonds 

Years Ending 
June 30, Principal Interest

2005  . . . . . . . . . . . . . . . $ 116,470 $ 54,076
2006  . . . . . . . . . . . . . . . 92,280 49,780
2007  . . . . . . . . . . . . . . . 68,290 46,531
2008  . . . . . . . . . . . . . . . 68,990 43,569
2009  . . . . . . . . . . . . . . . 74,210 40,708
2010-2014  . . . . . . . . . . . . . . . 372,970 152,908
2015-2019  . . . . . . . . . . . . . . .      394,880    53,518

Total  . . . . . . . . . . . . . . . $1,188,090 $ 441,090

On October 28, 2004, transportation bonds aggregating $15,500,000 were issued for the purchase of shuttle buses at BWI
Airport. The interest rates on the new issue range from 2.8% to 3.6%, and the final maturity date is October 15, 2016.

Obligations Under Capital Leases -

Obligations under capital leases as of June 30, 2004, bore interest at annual rates ranging from 2.0% to 5.9%. Capital Lease
Obligations with third parties in fiscal year 2004 increased by $131,144,000 for master equipment and building leases entered
into by the general fund and leases for various transportation related projects entered into by the Maryland Department of
Transportation. The capital leases with component units include the general fund’s capital leases with the Maryland Stadium
Authority, which are being paid with the net proceeds transferred from certain Lottery games, and with other non-major
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component units. Following is a schedule of annual future minimum payments under these obligations, along with the pres-
ent value of the related net minimum payments as of June 30, 2004 (amounts expressed in thousands).

Years Ending Capital Lease Obligations with
June 30, Third Parties Component Units

2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 67,455 $ 32,661
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,163 33,583
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,627 33,633
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,819 33,761
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,141 33,209
2010-2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 162,207 164,102
2015-2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 129,237 131,876
2020-2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 105,129 64,306
2025-2029 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,686 13,840
2030-2033 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,661

Total future minimum payments . . . . . . . . . . . . 747,125 540,971
Less: Amount representing interest . . . . . . . . (272,218) (205,623)
Less: Restricted cash and investments . . . . . . (129,879) (31,447)

Present value of net minimum payments . $345,028 $303,901

The reduction shown for restricted cash and investments in the amount of $161,326,000 are monies held by the bond
trustee to be used primarily for construction expenditures, including $129,879,000 held on behalf of the Maryland Economic
Development Corporation.

The assets acquired through capital leases are as follows (amounts expressed in thousands).

Third Parties
Asset Amount
Construction in progress  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $116,910
Land and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,513
Buildings and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371,214
Machinery and equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 202,718
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   31,836

Total acquired assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 736,191
Less: accumulated depreciation  . . . . . . . . . . . . . . . . . . . . . . . . (164,559)

Total capital assets-net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $571,632

Other Liabilities – 

The Maryland Department of Transportation has entered into several financing agreements, primarily with the Maryland
Transportation Authority, for the financing of various transportation related projects, similar in nature to capital leases. The
Department has obligations under other long-term liabilities of $400,813,000 as of June 30, 2004, bearing interest at annual
rates ranging from 1.0% to 6.6%. Following is a schedule of annual future minimum payments under these obligations, along
with the present value of the related net minimum payments as of June 30, 2004 (amounts expressed in thousands).

Years Ending June 30, Other Liabilities
2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,319
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,712
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,096
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,262
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39,488
2010-2014  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 202,308
2015-2019  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 144,808
2020-2024  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 138,600
2025-2029  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,483
2030-2032  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    35,255

Total future minimum payments  . . . . . . . . . . . . . . . . . . . . . . . . 785,331
Less: Amount representing interest  . . . . . . . . . . . . . . . . . . . . (334,811)
Less: Restricted cash and investments  . . . . . . . . . . . . . . . . . .   (49,707)

Present value of net minimum payments  . . . . . . . . . . . . . $ 400,813

The reduction shown for restricted cash and investments in the amount of $49,707,000 is monies held by the bond trustee
on behalf of the Maryland Transportation Authority to be used primarily for construction expenditures.
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The assets acquired through other long-term liabilities are as follows (amounts expressed in thousands).

Assets Amount
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 95,860
Buildings and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 278,505
Machinery and equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 325
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   100,226

Total acquired assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 474,916
Less: accumulated depreciation  . . . . . . . . . . . . . . . . . . . . . . . . .    (7,608)
Total capital assets – net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $467,308

Included in Other Liabilities is the State’s Net Pension Obligation of $141,196,000.

For the governmental activities, compensated absences, self insurance, escheat property claim payments, obligations
under capital leases and other liabilities are generally liquidated by the general or special revenue fund as applicable.

B. Long Term Obligations – Business-type Activities:

Changes in long-term obligations for business-type activities as of June 30, 2004, are as follows (amounts expressed in
thousands).

Beginning Ending Amounts Due
Balance Additions Reductions Balance Within One Year

Bonds Payable:
Revenue bonds payable . . . . . . . . . . . $3,220,797 $581,662 $866,748 $2,935,711 $346,487

Other Liabilities:
Lottery prizes  . . . . . . . . . . . . . . . . . . . 416,929 89,631 247,063 259,497 46,571
Escrow deposits  . . . . . . . . . . . . . . . . . 51,001 11,686 39,315 13,461
Rebate liability  . . . . . . . . . . . . . . . . . . 28,108 1,436 12,092 17,452 251
Compensated absences  . . . . . . . . . . . 7,165 5,755 5,264 7,656 1,665
Self insurance costs  . . . . . . . . . . . . . . 5,717 2,365 1,704 6,378 988
Obligations under capital leases  . . . . 2,371 2,002 1,241 3,132 1,438

Total other liabilities . . . . . . . . . . . . 460,290 152,190 279,050 333,430 64,374
Total long-term liabilities-

business type activities . . . . . . $3,681,087 $733,852 $1,145,798 $3,269,141 $410,861

Debt service requirements for business-type activities’ notes payable and revenue bonds to maturity are as follows
(amounts expressed in thousands).

Maryland
Community Water Quality Maryland

Years Ending Development Financing Transportation
June 30, Administration Administration Authority

Principal  Interest Principal  Interest Principal  Interest

2005  . . . . . . . . . . . . . . . . . . . $  315,335 $ 100,116 $ 9,930 $ 3,967 $ 21,222 $ 26,280
2006  . . . . . . . . . . . . . . . . . . . 51,825 95,824 8,695 4,872 28,080 25,380
2007  . . . . . . . . . . . . . . . . . . . 68,330 93,618 9,945 4,364 34,420 23,996
2008  . . . . . . . . . . . . . . . . . . . 74,580 90,528 9,922 4,239 26,127 22,255
2009  . . . . . . . . . . . . . . . . . . . 74,080 87,097 9,844 4,088 26,556 21,636
2010-2014  . . . . . . . . . . . . . . . . . 364,650 382,955 42,944 7,387 140,197 97,288
2015-2019  . . . . . . . . . . . . . . . . . 353,630 289,031 5,360 330 84,878 76,021
2020-2024  . . . . . . . . . . . . . . . . . 319,400 202,341 101,666 51,541
2025-2029  . . . . . . . . . . . . . . . . . 240,350 123,269 89,265 21,903
2030-2034  . . . . . . . . . . . . . . . . . 145,845 68,205 30,970 4,285
2035-2039  . . . . . . . . . . . . . . . . . 125,080 36,784
2040-2044  . . . . . . . . . . . . . . . . . 70,750 13,528
2045-2049  . . . . . . . . . . . . . . . . . 14,375 949

Total  . . . . . . . . . . . . . . . . . . 2,218,230 1,584,245 96,640 29,247 583,381 370,585
Discounts, premiums

and other deferred
costs  . . . . . . . . . . . . . . . . . (6,325)

Accumulated accreted
interest  . . . . . . . . . . . . . . 43,785
Total  . . . . . . . . . . . . . . . . $2,211,905 $1,584,245 $96,640 $29,247 $627,166 $370,585



Community Development Administration (Administration) - Revenue Bonds: 

The Administration, an agency of the Department of Housing and Community Development, has issued revenue bonds,
the proceeds of which were used for various mortgage loan programs. Assets aggregating approximately $2,643,756,000 and
revenues of each mortgage loan program are pledged as collateral for the revenue bonds. Interest rates range from 1.0% to
9.4%, with the bonds maturing serially through June, 2047. The principal amount outstanding as of June 30, 2004, is
$2,211,905,000. Substantially all bonds are subject to redemption provisions at the option of the Administration. Redemptions
are permitted at rates ranging from 100% to 102% of the outstanding principal amount. During fiscal year 2004, the
Administration issued $465,300,000 of revenue bonds with interest rates ranging from 1.2% to 5.9% and maturing serially
through June, 2047.

During the year ended June 30, 2004, the Administration issued $27,445,000 to current refund $27,445,000 of outstanding
various Multi-Family Housing Revenue Bonds and Infrastructure Financing Bonds issued between 1992 and 1995 with inter-
est rates ranging from 4.7% to 6.9%, in order to realize savings. The refunding bonds have fixed interest rates ranging from
2.0% to 4.9% and an estimated variable rate of 4.8% and maturities ranging from 2005-2036. The aggregate difference in debt
service between the refunded debt and the refunding debt is $8,514,000. The economic gain on the transaction, that is, the
difference between the present value of the debt service streams for the refunding debt and refunded debt, is $4,925,000.

The Administration issues short-term tax-exempt bonds to preserve its allocation of the state volume ceiling until the
issuance of long-term bonds to finance mortgages. In fiscal year 2004, the Administration issued Series 2003, Series D and
Series 2003, Series E, which are still outstanding as of June 30, 2004. Series 2002, Series D and Series 2002, Series E were issued
in fiscal year 2003 and either were redeemed prior to maturity or matured in fiscal year 2004.

The short-term debt that was issued in fiscal year 2004 was in the Residential Revenue Bond Program Fund. The follow-
ing summarizes short-term debt activity in 2004 (amounts expressed in thousands).

Outstanding short-term debt at June 30, 2003  . . . . . . . . $109,945
Issuance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220,310
Retirements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   109,945
Outstanding short-term debt as of June 30, 2004  . . . . . $220,310

This amount of short-term debt is included in the restricted revenue bonds payable on the Statement of Net Assets.

Subsequent to June 30, 2004, the Administration issued a total of $60,000,000, and redeemed a total of $51,065,000, of rev-
enue bonds.

Maryland Water Quality Financing Administration (Administration) - Revenue Bonds:

The Administration, an agency of the Department of Environment, has issued revenue bonds for providing loans. Interest
rates range from 4.7% to 7.1% with principal of $84,975,000 due serially from September 1, 2004 to September 1, 2014, and
term bonds with an aggregate principal of $11,665,000 due from September 1, 2013 to 2015. These bonds are payable solely
from the revenue, money or property of the Administration. The bonds are subject to redemption provisions at the option of
the Administration. Redemptions are permitted at premiums ranging up to 2.5% of the outstanding principal amount.

Maryland Transportation Authority Bonds:

Bonds outstanding as of June 30, 2004, are as follows (amounts expressed in thousands).

Series 1991 Revenue bonds, maturing on July 1, 2004 for $8,200 with interest at 6.5 %, payable 
semiannually  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8,200

Series 1992 Revenue bonds, current interest serial bonds, maturing in annual installments from 
$13,970 to $14,570 from July 1, 2004, to July 1, 2006, with interest rates ranging from 5.7% to 5.8%, 
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,360

Series 1992 Capital appreciation revenue bonds maturing in annual installments of original principal
and an accreted amount ranging from $721 to $6,857 from July 1, 2004, to July 1, 2015, with approximate
yield to maturity of 6.0% to 6.4%  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 84,681

Series 1998 Revenue refunding bonds maturing in annual installments ranging from $220 to $9,510
from July 1, 2004 to July 1, 2006, with interest rates ranging from 4.4% to 5.0%, payable semiannually  . 15,405

BWI Consolidated Car Rental Facility Revenue bonds, Series 2002 a, maturing in annual installments ranging
from $1,630 to $8,505 from July 1, 2004, to July 1, 2032, with interest rates ranging from 2.7% to 6.7%,
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116,745

BWI Parking Garage Revenue Bonds, Series 2002 b, maturing in annual installments ranging from $4,315 to
$17,470 from March 1, 2005, to March 1, 2027, with interest rates ranging from 4.0% to 5.3%, payable 
semiannually  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 264,075

BWI Facilities Projects Bonds, Series 2003, maturing in annual installments ranging from $8,800 to $11,200 
from March 1, 2008, to March 1, 2014, with interest rates ranging from 1.0% to 1.1%, payable semiannually 69,700

WMATA Metrorail Parking Projects Bonds, Series 2004, maturing in annual installments ranging from 
$1,040 to $2,780 from March 1, 2006, to March 1, 2028, with interest rates ranging from 3.0% to 5.0%,
payable semiannually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     40,000

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $627,166

69
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Revenue bonds are payable solely from the revenues of the transportation facilities projects. The Series 1991 and 1992
Revenue Bonds are subject to redemption at the Authority’s option on or after July 1, 2004, at a redemption price of 100% of
the principal amount. 

Capital appreciation bonds payable as of June 30, 2004, include accreted interest in the amount of $43,785,000.

The Authority entered into an Escrow Deposit Agreement on June 10, 2003, to defease $69,525,000, the outstanding prin-
cipal amount of the 1994 Series Special Obligation Revenue Bonds and deposited $86,671,000 with an escrow agent. The rev-
enue bonds are callable on July 1, 2004. The revenue bonds are considered defeased, and the liability for these bonds has been
removed from the financial statements.

During the year ended June 30, 2004, the Authority issued $69,700,000 of BWI Facilities Projects Revenue Bonds, Series
2003 to finance the costs of certain projects (the Airport Facilities Projects) located at Baltimore/Washington International
Airport (BWI). The facilities are leased to the Maryland Aviation Administration (MAA) through a direct financing lease. The
bonds are payable as to principal and interest solely from passenger facility charges from the MAA. The bonds issued in
accordance with the provisions of the 2003 Trust Agreement and interest thereon do not constitute a debt or pledge of the
faith and credit of the State of Maryland, the Maryland Department of Transportation or the MAA, but are payable solely
from the passenger facility charges which the Authority will receive in the form of direct financing lease payments. 

During the year ended June 30, 2004, the Authority issued $40,000,000 of Metrorail Parking Projects Revenue Bonds,
Series 2004 to finance three parking garages at Washington Metropolitan Area Transit Authority (WMATA) Metrorail sta-
tions. The facilities are leased to WMATA through a direct financing lease. The bonds are payable as to principal and inter-
est solely from revenues pledged to the Authority by the WMATA under the Facility Lease Agreement and by Prince George's
County, Maryland under the 2004 Trust Agreement. The bonds issued in accordance with the provisions of the Trust
Agreement and interest thereon do not constitute a debt or pledge of the faith and credit of the State of Maryland, the
Maryland Department of Transportation, the Authority or Prince George's County but are payable solely from pledged rev-
enue which the Authority will receive from WMATA in the form of direct financing lease payments.

Obligations Under Capital Leases -

Obligations of business-type activities under capital leases as of June 30, 2004, are as follows (amounts expressed in 
thousands).

State
Years Ending June 30, Lottery Agency

2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,527
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 483
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 440
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439

Total minimum lease payments  . . . . . . . . . . . . . . . . . . . . . . 3,328
Less: Imputed interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 196

Present value of net minimum lease payments  . . . . . . $3,132

The Lottery has entered into lease agreements for certain on-line gaming system equipment and a computer system. As
of June 30, 2004, assets acquired under leases and the related accumulated amortization totaled $6,062,000 and $3,402,000,
respectively, and are included in capital assets in the Statement of Net Assets, Business-type Activities.

C. Notes and Revenue Bonds Payable - Component Units: 

Higher Education -

Certain State higher education institutions have issued revenue bonds for the acquisition and construction of student
housing and other facilities. Student fees and other user revenues collateralize the revenue bonds. Interest rates range from
1.7% to 6.9% on the revenue bonds. Since June 1992, the University System of Maryland (System) has issued serial notes
payable to finance the acquisition of new equipment and to refinance the balance of amounts due under certain installment
purchase agreements for equipment then in the possession of the System. Payments of principal and interest, at rates rang-
ing from 5.8% to 6.1%, are to be made semiannually through 2024. The notes payable are callable, at the option of the System,
at premiums of no more than 2.0% of the outstanding principal, beginning in 2005.

Debt service requirements to maturity, excluding the debt of the higher education foundations in the amount of $1,814,000
are as follows (amounts expressed in thousands).

Notes Payable and 
Years Ending Other Long-Term Debt Revenue Bonds 
June 30, Principal                    Interest Principal                    Interest

2005  . . . . . . . . . . . . . . . . . . . $ 1,824 $ 4,948 $ 50,796 $ 49,073 
2006  . . . . . . . . . . . . . . . . . . . 2,633 4,857 56,291 45,555 
2007  . . . . . . . . . . . . . . . . . . . 1,907 4,733 59,525 43,166 
2008  . . . . . . . . . . . . . . . . . . . 2,032 4,641 61,965 40,488 
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2009  . . . . . . . . . . . . . . . . . . . 2,179 4,540 64,414 37,738 
2010-2014  . . . . . . . . . . . . . . . . . . . 12,863 20,940 276,049 143,074 
2015-2019  . . . . . . . . . . . . . . . . . . . 4,663 18,343 247,175 77,846 
2020-2024  . . . . . . . . . . . . . . . . . . . 67,643 14,411 145,890 24,009 
2025-2029  . . . . . . . . . . . . . . . . . . . 16,070 5,089 
2030-2032  . . . . . . . . . . . . . . . . . . . 12,035 1,172

Total  . . . . . . . . . . . . . . . . . . . 95,744 77,413 990,210 467,210 
Accumulated accreted

interest and other
deferred costs  . . . . . . . . . . . . . . (13) 23,368 

Total  . . . . . . . . . . . . . . . . . . . $95,731 $77,413 $1,013,578 $467,210 

The bonds issued are the debt and obligation of the issuing higher education institutions and are not a debt and obliga-
tion of, or pledge of, the faith and credit of the State.

As of June 30, 2004, Morgan State University has $10,270,000 of defeased debt outstanding, resulting from the refunding
of the 1990 Revenue Bonds. Accordingly, the trust account assets and the liability for the defeased bonds are not included in
these financial statements.

At June 30, 2004, investments were held by the trustee for St. Mary’s College in the amount of $1,439,000, and restricted
investments were held for Morgan State University in the amount of $31,706,000.

On August 1, 2003, St. Mary’s College issued $6,620,000 of Academic and Auxiliary Facilities Fees Subordinate Revenue
Bonds, 2003 Series A. Of the 2003 Series A bond proceeds, $4,375,000 was used to current refund the 1993 Series A Revenue
Bonds, and $2,066,000 was used to repay the U.S. Department of Education Loan. The current refunding of the Revenue
Bonds reduced future debt service requirements by $79,000 and resulted in an economic gain of $149,000. The College capi-
talized $179,000 of deferred debt issuance costs related to the 2003 Series A bonds. The Subordinate Revenue Bonds, 2003
Series A, bear interest from 2.5% to 4.9%. Annual maturities will increase until the final payment of $350,000 becomes due in
2023. The bonds maturing after September 1, 2013 are callable at no premium.

At June 30, 2004, cash and cash equivalents in the amount of $85,091,000 were held by the trustee for the System as unex-
pended proceeds of the Revenue Bonds and the Revolving Loan Program Bonds.

On July 10, 2003, the System issued $246,155,000 of University System of Maryland Auxiliary Facility and Tuition
Revenue Bonds, including $228,035,000 of 2003 Series A, and $18,120,000 of taxable 2003 Series B, collectively, the 2003 Series
A & B bonds. The 2003 Series A & B bonds consist of serial bonds maturing through the year ended June 30, 2024 with stat-
ed rates of interest from 1.8% to 5.0%, and were issued at a net premium of $21,019,000. Of the proceeds of the 2003 Series A
& B bonds, approximately $105,500,000 will be used to fund new construction and renovation projects, while $160,497,000
was used to advance refund an aggregate of $153,070,000 of outstanding principal of the 1993 Series A, 1993 Series B, 1993
Series C, and 1995 Series A revenue bonds. The advance refunding of revenue bonds reduced future debt service require-
ments by $12,415,000 and resulted in an economic gain (the present value of the difference between the debt service require-
ments on the old, refunded debt and the new debt) of $11,893,000. An unamortized amount on refunding of $7,762,000
(adjusted for unamortized discount or premium) was recorded as a result of the advance refunding and is being amortized
over the period during which the refunded revenue bonds would have matured.

On August 8, 2003, the System issued $65,000,000 of University System of Maryland Revolving Loan Program Bonds,
2003 Series A. The Revolving Loan Program Bonds, 2003 Series A consist of auction reset securities, i.e., interest is calculated
on outstanding Revolving Loan Program Bonds using rates of interest determined through a periodic auction process. The
Revolving Loan Program Bonds, 2003 Series A mature on July 1, 2023, and may be converted to fixed interest rate instru-
ments at the option of the System. Approximately $13,927,000 of the proceeds of the Revolving Loan Program Bonds, 2003
Series A will be used to fund new equipment acquisitions, while $50,174,000 was used to current refund $49,585,000 of
Equipment Loan Program Obligations. The refunding debt, as well as the refunded debt, were variable note instruments and
were redeemed dollar for dollar. Accordingly, no debt service savings can be calculated, and there was no economic gain or
loss on the transaction. The Revolving Loan Program Bonds, 2003 Series A, bear interest at an auction reset security rate as
determined periodically at the beginning of an auction period (initially 7 days, but convertible to auction periods of one day,
28 day, 35 day, 3 months, 6 months, or a special auction period of any duration of 7 to 1,092 days at the option of the System)
determined from bids from participating broker-dealers collected by the Auction Agent.

On June 2, 2004, the System issued $64,165,000 of University System of Maryland Auxiliary Facility and Tuition Revenue
Bonds, including $35,835,000 of 2004 Series A and $28,330,000 of 2004 Series B, collectively, the 2004 Series A & B bonds. The
2004 Series A & B bonds consist of serial bonds maturing through the year ended June 30, 2024 with stated rates of interest
from 3.0% to 6.0% and were issued at a net premium of $865,000. Approximately $63,109,000 of the proceeds of the 2004
Series A & B bonds will be used to fund property acquisition, new construction and renovation projects, while $1,605,000 was
used to advance refund $1,874,000 of outstanding principal of the 1992 Series C revenue bonds. The advance refunding of
Revenue Bonds reduced future debt service requirements by $1,276,000 and resulted in an economic gain (the present value
of the difference between the debt service requirements on the old, refunded debt and the new debt) of $897,000. An unamor-
tized amount on refunding of $265,000 (adjusted for unamortized discount or premium) was recorded as a result of the
advance refunding and is being amortized over the period during which the refunded revenue bonds would have matured.
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Obligations under capital leases of $8,981,000 exist as of June 30, 2004, bearing interest at annual rates ranging from 4.8%
to 6.8%.

Maryland Stadium Authority (Authority) - Revenue Bonds:

Debt service requirements to maturity for Maryland Stadium Authority revenue bonds and notes payable are as follows
(amounts expressed in thousands).

Years Ending
June 30, Principal Interest

2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,760 $ 18,721
2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,915 18,628
2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,940 17,755
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,925 16,933
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,210 16,087
2010-2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 92,500 65,258
2015-2019 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,540 35,931
2020-2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,575 10,731
2025-2027 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     12,590       1,250

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 320,955 201,294
Unamortized discount net of unamortized premium . . . (6)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $320,949 $201,294

The Authority has issued various lease revenue bonds and notes to finance the construction of the baseball and football
stadiums, convention center expansions in Baltimore City and the Town of Ocean City and certain other facilities. The out-
standing debt is to be repaid through capital lease payments from the State, as the State has entered into capital lease arrange-
ments for the use of the facilities financed with the debt proceeds.

As of June 30, 2004, the Authority had outstanding revenue bonds for the construction, renovation and expansion of cer-
tain facilities as follows (amounts expressed in thousands).

Outstanding Interest Maturity
Facility Amount Rates Date

Baseball Stadium  . . . . . . . . . . . . . . . . . . . . . . . $135,126 3.0% to 5.7% December 15, 2019

Football Stadium  . . . . . . . . . . . . . . . . . . . . . . . 81,306 4.7% to 5.8% March 1, 2026

Baltimore City Convention Center . . . . . . . . . 39,695 5.3% to 5.9% December 15, 2014
Ocean City Convention Center . . . . . . . . . . . . 13,161 4.8% to 5.4% December 15, 2015

Hippodrome Performing Arts Center  . . . . . . 19,744 5.0% to 6.3% June 15, 2022

Montgomery County 
Conference Center  . . . . . . . . . . . . . . . . . . . . . . 23,187 2.0% to 5.0% June 15, 2024

Camden Station  . . . . . . . . . . . . . . . . . . . . . . . .    8,730 3.0% to 5.2% December 15, 2024
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $320,949

On March 2, 2004, the Authority issued taxable Camden Station Lease Revenue Bonds, Series 2004, to renovate Camden
Station located at Camden Yards. Principal and interest are payable primarily from the basic rent to be paid by the State
under the Master Lease. Interest is payable semiannually at rates varying from 3.0% to 5.2% per annum. The bonds mature
in varying amounts through December 15, 2024.

12. Insurance:
The self-insurance liabilities represent the State’s liability for its various self-insurance programs. The State is self-insured

for general liability, property and casualty, workers’ compensation, environmental and anti-trust liabilities and certain
employee health benefits. Commercial insurance coverage is purchased for specialized exposures such as aviation hull and
liability, steam boiler coverage and certain transportation risks. There were no significant reductions or changes in the com-
mercial insurance coverage from the prior year, and the amount of settlements have not exceeded insurance coverage for any
of the past three fiscal years.

All funds, agencies and authorities of the State participate in the self-insurance program (Program). The Program, which
is accounted for in the general fund, allocates the cost of providing claims servicing and claims payment by charging a "pre-
mium" to each fund, agency or public authority, based on a percentage of each organization's estimated current-year payroll
or based on an average loss experienced by each organization. This charge considers recent trends in actual claims experi-
ence of the State as a whole and makes provision for catastrophic losses.
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The Program's liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be rea-
sonably estimated. Liabilities include an amount for claims that have been incurred but not reported. Because actual claims
liabilities depend on such complex factors as inflation, changes in legal doctrines, and damage awards, actual claims paid
could differ from these estimates. Claims liabilities are reevaluated periodically to take into consideration recently settled
claims, the frequency of claims and other economic and social factors. Non-incremental claims adjustment expenses have
been included as part of the liability for claims and adjustments for the general liability, property and casualty, workers’ com-
pensation, environmental and anti-trust liabilities. Liabilities for incurred workers’ compensation losses to be settled by fixed
or reasonably determinable payments over a long period of time are reported at their present value using a 4.0% discount
rate. The workers’ compensation and property and casualty costs are based upon separately determined actuarial valuations
for the following fiscal years ending. The employee health benefits liability is calculated based on claims subsequently
reported and claims trends.

Changes in the self-insurance liabilities during fiscal year 2004 were as follows (amounts expressed in thousands).

Beginning-of Claims and End-of Amount
Fiscal-Year Changes in Claim Fiscal-Year Due Within 

Liability Estimates Payments Liability One Year

Property, casualty and general liability  . . . . . . $ 16,314 $ 13,582 $ 11,315 $ 18,581 $ 6,224
Workers’ compensation . . . . . . . . . . . . . . . . . . . 211,517 53,968 43,718 221,767 34,374
Employee health benefits  . . . . . . . . . . . . . . . . .     67,076   672,100   672,748     66,428     66,428

Total self-insurance costs . . . . . . . . . . . . . . . $294,907 $739,650 $727,781 $306,776 $107,026

As of June 30, 2004, the Program held $102,401,000, in cash and investments designated for payments of these claims. 

Changes in the self-insurance liabilities during fiscal year 2003 were as follows (amounts expressed in thousands).

Beginning-of Claims and End-of Amount
Fiscal-Year Changes in Claim Fiscal-Year Due Within 

Liability Estimates Payments Liability One Year

Property, casualty and general liability  . . . . . . $ 13,375 $ 14,025 $ 11,086 $ 16,314 $ 6,003
Workers’ compensation . . . . . . . . . . . . . . . . . . . 194,690 54,478 37,651 211,517 32,785
Employee health benefits  . . . . . . . . . . . . . . . . .     58,216   605,462   596,602     67,076     67,076

Total self-insurance costs . . . . . . . . . . . . . . . $266,281 $673,965 $645,339 $294,907 $105,864

As of June 30, 2003, the Program held $115,242,000, in cash and investments designated for payments of these claims.

13. Fund Equity:
The unrestricted deficit for governmental activities on the government-wide statement of net assets is $1,516,464,000. This

is due to the fact that the State incurs debt for purposes of capital acquisition and construction on behalf of local governments
and private organizations. Since the incurrence of this debt does not result in capital assets of the State, the debt is not reflect-
ed in the net asset category, invested in capital assets, net of related debt, but rather in the unrestricted net assets category.
At June 30, 2004, the State has reported outstanding general obligation bonds and capital leases applicable to these non-State
projects of $2,385,648,000. Without State financing for these capital assets, it would have reported positive unrestricted net
assets of governmental activities in the amount of $869,184,000.

A portion of the general fund’s fund balance, in the amount of $513,026,000 as of June 30, 2004, has been reserved for the
State Reserve Fund. The State Reserve Fund is comprised of the Economic Development Opportunities Program Account,
Catastrophic Event Account, Revenue Stabilization Account and Joseph Fund Account with balances as of June 30, 2004, of
$9,054,000, $7,375,000, $496,584,000, and $13,000, respectively. The Economic Development Opportunities Program Account
is to be used for extraordinary economic development opportunities and only as a supplement to existing programs. The
Catastrophic Event Account is to be used to respond without undue delay to a natural disaster or other catastrophic event
that cannot be managed without appropriations. The Revenue Stabilization Account is designed to retain State revenues for
future needs and reduce the need for future tax increases. The purpose of the Joseph Fund Account is to set aside reserves in
time of economic prosperity to meet the emerging needs of economically disadvantaged citizens of the State.

In addition, a portion of the general fund’s fund balance, in the amount of $223,205,000, representing restricted revenue
carry forwards, has been reserved. The largest restricted revenue carry forwards are related to health and mental hygiene
programs, $90,074,000; natural resources and recreation programs, $39,025,000; judicial programs, $29,729,000; environmen-
tal programs, $28,822,000; and public safety programs, $16,711,000. Such amounts are reserved because the use of the funds
is legally restricted for a specific purpose.

A portion of the other governmental funds’ fund balance is reserved for sinking fund deposits of $1,891,000, set aside to
redeem the 2002 Qualified Zone Academy Bonds due in 2016. A portion of the general fund unreserved fund balance is des-
ignated for fiscal year 2005 appropriations in the amount of $127,127,000. Portions of the other governmental funds’ unre-
served fund balance are designated for payment of the debt service on General Obligation and Department of Transportation
long-term debt in the amounts of $55,118,000 and $18,150,000, respectively. The undesignated deficit balance in other gov-
ernmental funds of $351,770,000 is due to the undesignated deficit fund balance in the non-major capital projects fund which
is the result of the reservation for encumbrances of $410,853,000 for future construction projects.
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14. Segment Information:
The State’s Economic Development Loan Program contains two separately identifiable activities that have separately

issued revenue bonds outstanding; housing loans of the Community Development Administration and water quality loans
of the Maryland Water Quality Administration.

The Community Development Administration (CDA) has issued revenue bonds, the proceeds of which were used for
various mortgage loan programs. The assets of the loan program and revenues of each mortgage loan program are pledged
as collateral for the revenue bonds. The bond indentures require the CDA to separately account for the identifiable activity’s
revenues, expenses, gains and losses, assets and liabilities.

The Maryland Water Quality Administration has issued revenue bonds to encourage capital investment for wastewater
and drinking water projects. These bonds are payable solely from, and secured by, the revenue, money or property of the
Maryland Water Quality Administration. The bond indentures require separate accounting for the identifiable activity’s rev-
enues, expenses, gains and losses, assets and liabilities.

Summary financial information for the two loan programs is presented below.

Condensed Statement of Net Assets
(Expressed in Thousands) 

Community Development Maryland Water Quality
Administration Administration

Assets:
Current restricted assets  . . . . . . . . . . . . . . . $ 620,001 $ 30,404
Non-current restricted assets . . . . . . . . . . . . 2,023,755 138,334

Total assets  . . . . . . . . . . . . . . . . . . . . $2,643,756 $168,738

Liabilities payable from restricted assets:
Due to other funds  . . . . . . . . . . . . . . . . . . . . $ 1,426
Current liabilities  . . . . . . . . . . . . . . . . . . . . . 383,384 $ 11,332
Non-current liabilities  . . . . . . . . . . . . . . . . .   1,939,064    88,527

Total liabilities . . . . . . . . . . . . . . . . . . 2,323,874 99,859

Net Assets:
Restricted  . . . . . . . . . . . . . . . . . . . . . . . . . . .      319,882     68,879

Total net assets  . . . . . . . . . . . . . . . . . $ 319,882 $ 68,879

Condensed Statement of Revenues, Expenses, and Changes in Net Assets
(Expressed in Thousands)

Community Development Maryland Water Quality
Administration Administration

Operating income (expenses):
Interest on loan income . . . . . . . . . . . . . . . . . . . $ 100,604 $ 5,774 
Interest and other investment income  . . . . . . . 17,729 1,088 
Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . . (113,643) (6,105)
Other operating revenues  . . . . . . . . . . . . . . . . . 6,630 (51)
Other operating expenses  . . . . . . . . . . . . . . . . . (21,385)

Operating income (expense)  . . . . . . . . . . . . (10,065) 706 

Non-operating revenues (expenses):
Interest and other investment income  . . . . . . .
Interest expense  . . . . . . . . . . . . . . . . . . . . . . . . .
Other non-operating revenue (expenses)  . . . . (689) (6,555)

Change in net assets  . . . . . . . . . . . . . . . . . . (10,754) (5,849)
Beginning net assets  . . . . . . . . . . . . . . . . . . 330,636 74,728 

Ending net assets  . . . . . . . . . . . . . . . . . . $319,882 $68,879 
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Condensed Statement of Cash Flows
(Expressed in Thousands)

Community Development Maryland Water Quality
Administration Administration

Net cash provided (used) by:
Operating activities  . . . . . . . . . . . . . . . . . . . . . . $ 296,375 $19,027 
Non-capital financing activities  . . . . . . . . . . . . (448,164) (21,942)
Investing activities . . . . . . . . . . . . . . . . . . . . . . . 7,042 2,494 
Beginning cash and cash equivalents  . . . . . . . 375,087 433 

Ending cash and cash equivalents  . . . . . . . $230,340 $ 12 

15. Retirement Benefits:
State Retirement and Pension System of Maryland (System):

The State contributes to the System, an agent multiple-employer public employee retirement system established by the
State to provide pension benefits for State employees (other than employees covered by the Maryland Transit Administration
Pension Plan described below) and employees of 135 participating political subdivisions or other entities within the State.
The non-State entities that participate within the System receive separate actuarial valuations in order to determine their
respective funding levels and actuarial liabilities. Retirement benefits are paid from the System's pooled assets rather than
from assets relating to a particular plan participant. Consequently, the System is accounted for as a single plan as defined in
GASB Statement No. 25, “Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans.” The System prepares a separately audited Comprehensive Annual Financial Report, which can be
obtained from the State Retirement and Pension System of Maryland, 120 E. Baltimore Street, Baltimore, Maryland 21202.

Plan Description:

The System, which is administered in accordance with the State Personnel and Pensions Article of the Annotated Code
of Maryland, consists of several plans which are managed by the Board of Trustees for the System. All State employees and
employees of participating entities are covered by the plans.

“Retirement System” - retirement programs for substantially all State employees, teachers, State police and judges who
are not members of the State Pension System.

“Pension System” - retirement programs for employees and teachers hired after January 1, 1980, and prior employees
who have elected to transfer from the Retirement System.

The System provides retirement, death and disability benefits in accordance with State statutes. Vesting begins after com-
pletion of 5 years of service. A member terminating employment before attaining retirement age, but after completing 5 years
of service becomes eligible for a vested retirement allowance provided the member lives to age 60 (age 62 for the Pension
System, age 50 for State police) and does not withdraw his or her accumulated contributions. Members of the Retirement
System may retire with full benefits after attaining the age of 60, or completing 30 years of service credit, regardless of age.
Members of the Pension Systems may retire with full benefits after attaining the age 62, or after completing 30 years of
Service Credit, regardless of age. State police members may retire with full benefits after attaining age 50, or completing 22
years of service credit, regardless of age. Members of the Law Enforcement Officers System may retire with full benefits at
age 50, or completing 25 years of service credit, regardless of age.

The annual benefit for Retirement System Members is equal to 1/55 (1.8%) of the member’s highest three-year average
salary multiplied by the number of years of service credit. A member may retire with reduced benefits after completing 25
years of service, regardless of age. Legislation enacted during the 1998 legislative session changed certain provisions of the
Pension Systems and provided for a contributory pension system and a non-contributory pension system. A member of the
contributory pension system will generally receive, upon retirement, an annual service retirement allowance equal to 1.2%
of the member’s highest three-consecutive year average salary multiplied by the number of years of service credit on or
before June 30, 1998, plus 1.4% of the highest three consecutive year average salary multiplied by the number of years of serv-
ice credit after July 1, 1998. The annual benefit for a non-contributory pension system member is equal to 0.8% of the mem-
ber’s highest three-consecutive year average salary multiplied by the number of years of service credit, with a provision for
additional benefits for compensation earned in excess of the Social Security wage base. A member of either type of pension
system may retire with reduced benefits after attaining age 55 and completing 15 years of service.

The annual retirement allowance for a State Police member is equal to 2.55% of the member’s highest three-year average
salary multiplied by each year of service up to a maximum of 28 years. The annual retirement allowance for a member of the
Law Enforcement Officers Pension System is 2.0% of the member’s highest three-consecutive year average salary multiplied
by each year of service up to a maximum of 30 years. Neither the State Police Retirement System nor Law Enforcement
Officers Pension System provide for an early retirement. Recent legislation and Internal Revenue Service approval has cre-
ated a Deferred Retirement Option Program (DROP) for members of the State Police and Law Enforcement Officers System.
This program allows for a member to retire from the system, accrue retirement earnings, which are held in a separate account,
and continue employment until a pre-determined date.
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Funding Policy:

The State’s required contributions are based upon actuarial valuations. Effective July 1, 1980, in accordance with the law
governing the Systems, all benefits of the System are funded in advance. The entry age normal cost method is the actuarial
cost method used to determine the employers’ contribution rates and the actuarial accrued liability. Members of the
Retirement System are required to contribute to the System a fixed percentage of their regular salaries and wages, 7.0% or
5.0% depending on the retirement plan selected. Members of the contributory pension system are required to contribute to
the System 2.0% of their regular salaries and wages. Members of the non-contributory pension system are required to con-
tribute to the System 5.0% of their regular salaries and wages that exceed the Social Security wage base. State Police mem-
bers are required to contribute 8.0% of their regular salaries and wages to the System. Members of the Law Enforcement
Officers Pension System are required to contribute 4.0% of their regular salaries and wages. All contributions are deducted
from each member’s salary, and wage payments are remitted to the System on a regular and periodic basis.

The contribution requirements of the System members, as well as the State and participating governmental employers,
are established and may be amended by the Board of Trustees for the System. Effective July 1, 2002, State law provides that
the contribution rates may be more or less than the actuarially determined rates for the Employees’ Retirement and Pension
Systems and the Teachers’ Retirement and Pension Systems. Contributions to these Systems are based on the Corridor
Funding Method which establishes a budgetary contribution rate. During fiscal year 2004, the State paid $586,363,000, of the
required contribution totaling $667,172,000, which was 8.09% of covered payroll. The State makes non-employer contribu-
tions to the System for local school system teachers. The covered payroll amount includes amounts for employees for whom
the State pays retirement benefits, but does not pay the payroll.

Annual Pension Cost and Net Pension Obligation:

The annual pension cost and net pension obligation as of June 30, 2004, are as follows (amounts expressed in thousands).

Teachers’ Employees’ Law
Retirement Retirement State Police Judges’ Enforcement

and Pension and Pension Retirement Retirement Officers’ Pension
System System System System System

Annual required contribution  . . . . . $451,624 $172,870 $14,673 $5,827 $22,178
Interest on net pension

obligation  . . . . . . . . . . . . . . . . . . . 1,976 2,711 
Actuarial adjustment to

annual required 
contribution  . . . . . . . . . . . . . . . . . (1,220) (1,673)

Annual pension cost  . . . . . . . . . . . . . 452,380 173,908 14,673 5,827 22,178

Contributions made  . . . . . . . . . . . . . 417,971 125,714 14,673 5,827 22,178
Increase (decrease)

in net pension obligation . . . . . . . 34,409 48,194 
Net pension obligation,

beginning of year . . . . . . . . . . . . . 24,704 33,889 
Net pension obligation,

end of year  . . . . . . . . . . . . . . . . . . $ 59,113 $ 82,083 - - - 

Three Year Historical Trend Information for the System is as follows (amounts expressed in thousands).

Annual Pension Cost
Fiscal Year Ended June 30,

Plan 2004 2003 2002
Teachers’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . . . $452,380 $412,924 $360,993
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . 173,908 159,200 142,218
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,673 4,850 4,907
Judges’ Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,827 14,851 13,375
Law Enforcement Officers Pension System . . . . . . . . . . . . . . . . . . . . . 22,178 23,394 20,360
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Percentage of Annual Pension Cost
Contributed

Fiscal Year Ended June 30,
Plan 2004 2003 2002
Teachers’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . . . 93% 94% 100%
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . 73 79 100 
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 100 100 
Judges’ Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 100 100 
Law Enforcement Officers Pension System . . . . . . . . . . . . . . . . . . . . . 100 100 100 

Net Pension Obligation
Fiscal Year Ended June 30,

Plan 2004 2003 2002
Teachers’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . . . $59,113 $24,704 $  -
Employees’ Retirement and Pension System  . . . . . . . . . . . . . . . . . . . 82,083 33,889 -
State Police Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - -
Judges’ Retirement System  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - -
Law Enforcement Officers Pension System . . . . . . . . . . . . . . . . . . . . . - - -

The fiscal year 2004 net pension obligations were determined as a part of an actuarial valuation as of June 30, 2004. The
fiscal year 2004 annual pension cost was determined as a part of an actuarial valuation as of June 30, 2002. The significant
actuarial assumptions listed below were used for all plans.

Valuation method  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Entry Age Normal Cost Method
Cost method of valuing assets . . . . . . . . . . . . . . . . . . . . . . Smoothing (difference in experienced and assumed return)
Rate of return on investments  . . . . . . . . . . . . . . . . . . . . . . 7.75%
Rate of salary increase  . . . . . . . . . . . . . . . . . . . . . . . . . . . . Varies
Projected inflation rate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.0%; general wage inflation is 4% which includes the 3.0%

inflation assumption.
Post retirement benefit increase . . . . . . . . . . . . . . . . . . . . . Varies
Amortization method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Level Percent of Payroll
Remaining amortization period  . . . . . . . . . . . . . . . . . . . . 16 years as of June 30, 2004 for prior UAAL

New layer as of June 30, 2001  . . . . . . . . . . . . . . . . . . . 22 years as of June 30, 2004 for new UAAL
New layer as of June 30, 2002  . . . . . . . . . . . . . . . . . . . 23 years as of June 30, 2004 for new UAAL
New layer as of June 30, 2003  . . . . . . . . . . . . . . . . . . . 24 years as of June 30, 2004 for new UAAL
New layer as of June 30, 2004  . . . . . . . . . . . . . . . . . . . 25 years as of June 30, 2004 for new UAAL

Status of period (Open or Closed) . . . . . . . . . . . . . . . . . . . Closed

Maryland Transit Administration Pension Plan (Plan):

The Plan is a single employer non-contributory plan, which covers all Maryland Transit Administration (Administration)
employees covered by a collective bargaining agreement and all those management employees who were employed by the
Baltimore Transit Company. In addition, employees who enter the management group as a result of a transfer from a posi-
tion covered by a collective bargaining agreement maintain their participation. For the year ended June 30, 2004, the
Administration's covered and total payroll was $126,169,000. The Plan is administered and funded in compliance with the
collective bargaining agreements, which established the Plan. The Plan prepares separately audited financial statements
which can be obtained from the Maryland Transit Administration, 6 St. Paul Street, Baltimore, Maryland 21202.

Plan Description:

The Plan provides retirement, normal and early, death and disability benefits. Members may retire with full benefits at
age 65 with five years of credited service or age 52 with 30 years of credited service. The annual normal retirement benefit is
1.4% (1.3% prior to September 8, 2002) of final average compensation multiplied by credited service, with minimum and
maximum benefit limitations. Participants are fully vested after five years of credited service.

As of June 30, 2004, membership in the Plan includes 1,097 retirees and beneficiaries currently receiving benefits, 415 ter-
minated members entitled to, but not yet receiving, benefits and 2,788 current active members.  

Funding Policy:

The Administration’s required contributions are based on actuarial valuations. The entry age normal cost method is the
actuarial cost method used to determine the employer’s contribution rates and the actuarial accrued liability. All adminis-
trative costs of the Plan are paid by the Plan.



Employer contributions to the Plan totaling $19,187,000 (15.2% of covered payroll) for fiscal year 2004 were made in accor-
dance with actuarially determined contribution requirements based on an actuarial valuation performed as of June 30, 2003.
This amount consisted of $3,348,000 normal cost and $15,839,000 amortization of the actuarial accrued liability (2.7% and
12.5%, respectively, of covered payroll).

The liquidation period for the actuarial accrued liabilities, as provided by law, is 15 years from June 30, 2004.

Significant actuarial assumptions used to compute contribution requirements are the same as those used to compute the
annual pension cost and net pension obligations. The computation of the annual required contribution for fiscal year 2004
was based on the same actuarial assumptions, benefit provisions, actuarial funding method and other significant factors used
to determine pension contribution requirements in the previous year.

Annual Pension Cost and Net Pension Obligation:

The Administration’s annual pension costs for the fiscal years ending June 30, 2004, 2003, and 2002 were $19,187,000,
$16,545,000 and $15,200,000, respectively.

The Administration contributed 100% of the annual pension cost for each of the fiscal years ended June 30, 2004, 2003 and
2002 for the Plan. Accordingly, the Administration’s net pension obligation was zero as of June 30, 2004, 2003 and 2002 for
the Plan. 

The fiscal year 2004 net pension obligations were determined as a part of an actuarial valuation as of June 30, 2004. The
fiscal year 2004 annual pension cost was determined as a part of an actuarial valuation as of June 30, 2003. The significant
actuarial assumptions listed below were used for the Plan.

Valuation method  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Entry Age Normal Cost Method
Cost method of valuing assets . . . . . . . . . . . . . . . . . . . . . . Smoothing 
Rate of return on investments  . . . . . . . . . . . . . . . . . . . . . . 8.0% Compounded per annum
Projected inflation rate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.0%
Rate of salary increase  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.0% Compounded per annum 
Postretirement benefit increase  . . . . . . . . . . . . . . . . . . . . . 3.0% of original benefit amount
Amortization method . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Level dollar annual installments
Remaining amortization period  . . . . . . . . . . . . . . . . . . . . 15 years from June 30, 2004 for prior UAAL
New amortization period . . . . . . . . . . . . . . . . . . . . . . . . . . 23 years from June 30, 2004 for new UAAL
Status of period (Open or Closed) . . . . . . . . . . . . . . . . . . . Closed

During fiscal year 2004, there were no changes in actuarial assumptions or benefit provisions from 2003 that significant-
ly affected the valuation of the annual pension cost and net pension obligation. No significant changes in these assumptions
are planned in the near term. Effective July 1, 2002, the Administration implemented two changes to the funding procedures:
an increase in the asset smoothing factor from three to five years and an increase in the amortization period for funding
future gains and losses to a 25 year period for each year’s gain or loss. 

Post Retirement Benefits:

The State also provides, in accordance with State Merit System Laws, post employment health care benefits to retired
employees and their dependents (generally employees who retired before July 1, 1984, employees who retired on or after July
1, 1984, with at least 5 years of creditable service and employees who receive disability retirement allowances or special death
benefits). The State subsidizes approximately 50% to 85% of covered medical and hospitalization costs, depending on the
type of insurance plan. The State assesses a surcharge for post employment health care benefits, which is based on health
care insurance charges for current employees. During fiscal year 2004, these benefits paid amounted to $135,806,000. Costs
are recognized as they are paid. There are 32,451 participants currently receiving benefits.

Deferred Compensation Plan (Plan):

The State offers its employees a deferred compensation plan (Plan) created in accordance with Internal Revenue Code
Sections 457, 403(b), 401(a) and 401(k). The Plan, available to eligible State employees, permits participants to defer a portion
of their salary until future years. Participation in the Plan is optional. The deferred compensation is not available to employ-
ees until termination, retirement, death or unforeseeable emergency. State law provides that the Governor appoint the nine
member Board of Trustees of the State's Supplemental Retirement Systems. The Board is responsible for the implementation,
maintenance and administration of the Plan. 

The State of Maryland Match Plan and Trust was established by the State on July 1, 1999. The plan is designed to be a tax-
qualified 401(a) defined contribution matching plan under Internal Revenue Code section 401(a). Under plan provisions, the
State contributes to each participant’s account an amount equal to each participant’s contributions to the State’s
Supplemental Retirement Plans during the same plan year. For each fiscal year of the State beginning after June 30, 1999, the
maximum amount contributed to this plan for each participant is $600. A participant may receive more than this amount in
matching contributions during a plan year, but may not exceed the maximum $600 contribution for any State fiscal year. The
$600 maximum contribution for each participant was reduced to $500 for the fiscal year beginning July 1, 2002. An employ-
ee’s interest in his/her account is fully vested at all times. The State’s contribution for the plan year ending December 31,
2003, was $2,486,000. The Governor proposed and the State Legislature approved the elimination of the State’s matching con-
tribution to the Plan for each participant for the fiscal years beginning July 1, 2003 and July 1, 2004. The match program con-
tinues to be established and funded in statute.
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16. Commitments:
The State’s governmental funds lease office space under various agreements that are accounted for as operating leases.

Many of the agreements contain rent escalation clauses and renewal options. Rent expenditures for fiscal year 2004 were
approximately $58,355,000. Future minimum rental payments for noncancelable leases of more than one year as of June 30,
2004, are as follows (amounts expressed in thousands).

Years ending June 30, Amounts
2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 56,122
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,041
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,245
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,941
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,869
2010-2014  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,056
2015-2019  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,517
2020-2024  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,084
2025-2029  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,084
2030-2034  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .       2,617

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $341,576

As of June 30, 2004, the governmental funds, other than the Department of Transportation, had commitments of approx-
imately $203,509,000 and $15,289,000, respectively, for the completion of projects under construction and for service 
contracts.

As of June 30, 2004, the Department of Transportation and Maryland Transportation Authority had commitments of
approximately $2,919,718,000 and $146,000,000, respectively, for construction of highway and mass transit facilities.

Approximately 35% of future expenditures related to the Department of Transportation commitments are expected to be
reimbursed from proceeds of approved Federal grants when the actual costs are incurred. The remaining portion will be
funded by other financial resources of the Department of Transportation.

The Department of Transportation, as lessor, leases space at various marine terminals, airport facilities and office space
pursuant to various cancelable operating leases with scheduled rent increases. Minimum future rental revenues are as fol-
lows (amounts expressed in thousands).

Years Ending June 30, Amounts
2005  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 122,021
2006  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,211
2007  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96,129
2008  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 86,421
2009  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,176
2010-2014  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   244,024

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $709,982

The cost and accumulated depreciation of the assets as of June 30, 2004, are $940,561,000 and $248,235,000, respectively.

Total minimum future rental revenues do not include contingent rentals that may be received under certain concession
leases on the basis of a percentage of the concessionaire's gross revenue in excess of stipulated minimums. Rental revenue
was approximately $102,978,000 for the year ended June 30, 2004, including contingent rentals of approximately $2,028,000.

As of June 30, 2004, the Maryland State Lottery Agency had commitments of approximately $74,712,000, for services to
be rendered relating principally to the operation of the lottery game.

As of June 30, 2004, several enterprise fund loan programs within the Department of Business and Economic
Development had committed to lend a total of $58,528,000 in additional loans, i.e., the Maryland Economic Development
Assistance Authority Fund, $28,203,000, Maryland Economic Development Opportunities Program Fund, $17,500,000, Smart
Growth Economic Development Infrastructure Fund, $12,250,000, and Maryland Economic Adjustment Fund, $575,000. The
State Funded Loan Programs and Maryland Water Quality Administration, enterprise fund loan programs, committed to
provide $50,534,000 and $167,371,000 in loans, respectively. The Community Development Administration, also an enterprise
fund loan program, has $311,445,000 of revenue bonds outstanding that are not included in the financial statements of the
Administration because the bonds are not guaranteed by the State or any other program of the State or any political subdi-
vision. The revenue bonds are secured solely by the individual multi-family project properties, related revenues, applicable
credit enhancements, or investments equal to the debt outstanding.

Pursuant to legislation enacted by the Maryland General Assembly in April, 1996, the Maryland Stadium Authority is
required to pay $2,400,000 per year into the Public School Construction Fund over ten years, subject to availability of funds,
beginning in fiscal year 2001. Payments for fiscal years 2003 and 2004 were required and paid.
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As of June 30, 2004, the higher education fund had commitments of approximately $259,735,000 for the completion of
projects under construction.

17. Contingencies:
The State is party to legal proceedings that normally occur in governmental operations. The legal proceedings are not, in

the opinion of the Attorney General, likely to have a material, adverse impact on the financial position of the State as a whole.

As of June 30, 2004, economic development loan programs were contingently liable to financial institutions for $7,051,000
for the repayment of loans for small businesses. Non-major enterprise funds were contingently liable as insurer of
$414,473,000 of $835,022,000 mortgage loans made by public and private lenders. Non-major component units were contin-
gently liable as insurers of $46,642,000 of $514,356,000 economic development and growth bonds issued by financial institu-
tions.

As of June 30, 2004, there were approved economic development bonds pending settlement which were insured by non-
major component units for $6,596,000.

The State receives significant financial assistance from the U.S. Government. Entitlement to the resources is generally con-
ditioned upon compliance with terms and conditions of the grant agreements and applicable federal regulations, including
the expenditure of the resources for eligible purposes. Substantially all grants are subject to financial and compliance audits
by the grantors. Any disallowances as a result of these audits become a liability of the fund which received the grant. As of
June 30, 2004, the State estimates that no material liabilities will result from such audits. 

18. Tobacco Settlement:
Legislation enacted by the 1999 General Assembly established the Cigarette Restitution Fund for all revenues received

from any judgment against or settlement with the tobacco industry. Expenditures from the fund are made by an appropria-
tion in the annual State budget. The law provides that at least 50% of the appropriations shall be made for tobacco or health
related purposes and the remaining appropriations may be for any public purpose. During the 2002 legislative session, leg-
islation was enacted providing that for each of fiscal years 2003 through 2006, at least 25% of the appropriations shall be made
for the Maryland Medical Assistance Program (Medicaid). During the 2003 legislative session, legislation was enacted requir-
ing that .15% of the fund be appropriated for enforcing the escrow requirements for nonparticipating tobacco product man-
ufacturers. Transfers of $178,916,000 were made from the proceeds in the Cigarette Restitution Fund for fiscal year 2004
expenditure of appropriations.

As part of the Master Settlement Agreement between the states and the tobacco companies, Maryland’s share during fis-
cal year 2004 was $149,941,000. Pursuant to a settlement between the State and legal counsel resolving all disputes,
$30,000,000 was disbursed to legal counsel in fiscal year 2004.

It is estimated that the payments made to the State pursuant to the Master Settlement through fiscal year 2010 will total
$1.7 billion, of which $149,873,000 will go to outside counsel. The actual amount paid each year, however, will reflect adjust-
ments for inflation and cigarette shipment volume. In addition, the State expects to receive $46,030,000 during that same peri-
od pursuant to an award for attorney fees by the national arbitration panel.

19. Landfill Closure and Postclosure Care Costs:
State and Federal laws require the Maryland Environmental Service (the Service) to cover the Midshore Regional Landfill

(Midshore), of which the current cell is expected to close in January 2008, and to perform certain maintenance and monitor-
ing functions at the Midshore and Easton Landfill (Easton) sites for thirty years after closure. Although closure and postclo-
sure care costs at Midshore will be paid near or after the date the landfill stops accepting waste, the Service reports a portion
of these closure and postclosure care costs as a liability based upon the estimated useful life of the landfill. Midshore's cur-
rent cells are approximately 80% filled as of June 30, 2004. Total closure and postclosure care costs for the landfill is current-
ly estimated to be $8,703,000, as determined through engineering studies and $6,936,000 has been recognized as a liability on
the June 30, 2004 Combining Statement of Net Assets, Non-Major Component Units. The total current cost of landfill closure
and postclosure care is an estimate subject to changes resulting from inflation, deflation technology or changes in applicable
laws and regulations.

A receivable from project participants corresponding to the accrued liability has also been recorded. 

The Service will construct and bring on line by January 2008, an additional cell in order to extend the life of the landfill
to December 2010. Closure and postclosure cost will be adjusted in the future to include this increase in capacity.

Under Federal regulations, the Service has satisfied its financial assurance requirements based upon the local government
financial ratio tests of the project participants as of June 30, 2003. The Service expects to satisfy these requirements as of June
30, 2004, using the same criteria.
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STATE OF MARYLAND

Reconciliation of the Budgetary General and Special Fund, Fund Balances
to the GAAP General and Special Revenue Fund, Fund Balances

June 30, 2004
(Expressed in Thousands)

General Special
Amount in budgetary funds, fund balance (page 83)  . . . . . . . . . . . . . . . . . . . . . . . . . $1,114,833 $1,163,146

Budgetary special funds reclassified to the general fund  . . . . . . . . . . . . . . . . . . 457,436 (457,436)
Budgetary special funds reclassified to other funds . . . . . . . . . . . . . . . . . . . . . . . (380,560)
Other non-budgetary funds reclassified to governmental funds  . . . . . . . . . . . . 45,222 2,459

Total of budgetary fund balances reclassified into the governmental 
funds fund structure . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,617,491 327,609

Accounting principle differences
Assets recognized in the governmental funds financial statements

not recognized for budgetary purposes:
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,863 127 
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,984)
Taxes receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,471
Intergovernmental receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,687)
Due from components units  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,020
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,651 10,165 
Loans receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,615 54,810 

Liabilities recognized in the governmental funds financial
statements not recognized for budgetary purposes:

Accounts payable and accrued liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . (137,095) (40,473)
Accounts payable to political subdivisions  . . . . . . . . . . . . . . . . . . . . . . . . . . (215) (593)
Due to other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,121)
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17,763)
Accrued self insurance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,368) 1,483

Financial statement governmental funds' fund balances, 
June 30, 2004 (page 28)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,489,437 $ 355,599

See accompanying Notes to Required Supplementary Information. 
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STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Pension and Retirement System

(Expressed in Thousands)

(Unfunded AAL)
Actuarial Actuarial Actuarial (Unfunded AAL) /Excess
Valuation Value of Accrued /Excess of as a

Date Plan Liability (AAL) Assets Funded Covered Percentage of
June 30, Assets Entry Age over AAL Ratio Payroll (1) Covered Payroll (2)

TEACHERS RETIREMENT AND PENSION SYSTEM
2004 $20,155,415 $21,724,178 $(1,568,763) 92.78% $4,543,444 (34.53)%
2003 19,626,676 21,152,063 (1,525,387) 92.79 4,522,202 (33.73)
2002 19,424,000 21,117,046 (1,693,046) 91.98 4,323,053 (39.16)
2001 19,182,750 20,126,943 (944,193) 95.31 3,994,201 (23.64)
2000 18,419,539 18,994,294 (574,755) 96.97 3,729,845 (15.41)
1999 16,634,932 18,036,251 (1,401,319) 92.23 3,550,614 (39.47)

EMPLOYEES RETIREMENT AND PENSION SYSTEM
2004 $11,514,655 $12,621,578 $(1,106,923) 91.23% $3,337,542 (33.17)%
2003 11,244,008 12,083,197 (839,189) 93.05 3,424,054 (24.51)
2002 11,162,265 11,385,749 (223,484) 98.04 3,356,671 (6.66)
2001 11,021,958 10,789,907 232,051 102.15 3,084,859 7.52 
2000 10,593,917 9,907,683 686,234 106.93 2,829,250 24.25 
1999 9,557,556 9,203,218 354,338 103.85 2,613,659 13.56 

STATE POLICE RETIREMENT SYSTEM
2004 $1,287,981 $1,200,605 $87,376 107.28% $76,445 114.30%
2003 1,285,201 1,062,383 222,818 120.97 80,839 275.63 
2002 1,300,402 1,030,575 269,827 126.18 83,142 324.54 
2001 1,305,556 993,847 311,709 131.36 79,383 392.66 
2000 1,269,418 911,273 358,145 139.30 79,388 451.13 
1999 1,150,559 850,041 300,518 135.35 75,602 397.50 

JUDGES RETIREMENT SYSTEM
2004 $250,272 $312,285 $(62,013) 80.14% $32,937 (188.28)%
2003 240,207 279,008 (38,801) 86.09 33,167 (116.99)
2002 234,558 267,532 (32,974) 87.67 31,824 (103.61)
2001 229,022 254,913 (25,891) 89.84 30,554 (84.74)
2000 216,374 236,446 (20,072) 91.51 30,147 (66.58)
1999 192,909 231,394 (38,485) 83.37 29,577 (130.12)

LAW ENFORCEMENT OFFICERS' PENSION SYSTEM
2004 $271,587 $454,815 $(183,228) 59.71% $77,369 (236.82)%
2003 225,111 382,287 (157,176) 58.89 69,470 (226.25)
2002 191,100 312,058 (120,958) 61.24 65,916 (183.50)
2001 165,678 290,504 (124,826) 57.03 60,438 (206.54)
2000 140,034 214,822 (74,788) 65.19 50,302 (148.68)
1999 102,040 140,677 (38,637) 72.53 36,435 (106.04)

LOCAL FIRE AND POLICE SYSTEM
2004 $4,747 $12,243 $(7,496) 38.77 % $1,744 (429.82)%
2003 10,262 15,663 (5,401) 65.52 4,686 (115.26)
2002 10,938 18,324 (7,386) 59.69 7,188 (102.75)
2001 9,814 13,828 (4,014) 70.97 5,601 (71.67)
2000 10,099 15,349 (5,250) 65.80 6,938 (75.67)
1999 8,583 13,799 (5,216) 62.20 6,530 (79.88)

TOTAL OF ALL PLANS
2004 $33,484,657 $36,325,704 $(2,841,047) 92.18% $8,069,481 (35.21)%
2003 32,631,465 34,974,601 (2,343,136) 93.30 8,134,418 (28.81)
2002 32,323,263 34,131,284 (1,808,021) 94.70 7,867,794 (22.98)
2001 31,914,778 32,469,942 (555,164) 98.29 7,255,036 (7.65)
2000 30,649,381 30,279,867 369,514 101.22 6,725,870 5.49 
1999 27,646,579 28,475,380 (828,801) 97.09 6,312,417 (13.13)

(1) Covered payroll includes the payroll cost of those participants for which the State pays the retirement contribution but
does not pay the participants' payroll cost.  Starting with the 7/1/99 disclosure, covered payroll was reported using an
adjusted payroll figure.  Starting with the year June 30, 2002, disclosure, the covered payroll has been restated to show
actual salaries reported for valuation purposes, prior to any adjustments. 

(2) Percentage of (Unfunded AAL)/ excess assets over AAL as a percentage of covered payroll.
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STATE OF MARYLAND

Required Supplemental Schedule of Funding Progress for
Maryland Transit Administration Pension Plan

(Expressed in Thousands)

Actuarial Actuarial Actuarial Unfunded Unfunded AAL
Valuation Value of Accrued Actuarial as a

Date Plan Liability Accrued Funded Covered Percentage of
June 30, Assets Entry Age Liability Ratio Payroll Covered Payroll

2004 $95,219 $260,422 $165,203 36.6 % $126,169 130.9 %
2003 86,642 234,460 147,818 37.0 128,393 115.1
2002 81,557 224,412 142,855 36.3 122,977 116.2
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STATE OF MARYLAND

Notes to Required Supplementary Information
For the Year Ended June 30, 2004

1. Budgeting and Budgetary Control:
The Maryland Constitution requires the Governor to submit to the General Assembly an annual balanced budget for the

following fiscal year. This budget is prepared and adopted for the General Fund, which includes all transactions of the State,
unless otherwise directed to be included in another fund and the Special Fund, which includes the transportation activities
of the State, fishery and wildlife funds, shared taxes and payments of debt service on general obligation bonds. In contrast,
the GAAP special revenue fund includes only the operations (other than debt service and pension activities) of the Maryland
Department of Transportation. The budgetary Federal fund revenue and expenditures are included in the GAAP General and
Special Funds as federal revenues and expenditures by function. An annual budget is also prepared for the Federal Fund,
which accounts for substantially all grants from the Federal government, and the current unrestricted and restricted funds
of the Universities and Colleges. In addition to the annual budget, the General Assembly adopts authorizations for the
issuance of general obligation bonds. The expenditures of the resources obtained thereby are accounted for in the capital proj-
ects fund. 

All State budgetary expenditures for the general, special and federal funds are made pursuant to appropriations in the
annual budget, as amended from time to time, by budget amendments. The legal level of budgetary control is at the program
level for the general, special and federal funds. State governmental departments and independent agencies may, with the
Governor's approval, amend the appropriations by program within the budgetary general fund, provided they do not exceed
their total general fund appropriations as contained within the annual budget. Increases in the total general fund appropri-
ations must be approved by the General Assembly. For the fiscal year ended June 30, 2004, the General Assembly approved
a net increase in General Fund appropriations of $90,243,000. Appropriations for programs funded in whole or in part from
the special or federal funds may permit expenditures in excess of original special or federal fund appropriations to the extent
that actual revenues exceed original budget estimates and such additional expenditures are approved by the Governor.
Unexpended appropriations from the general fund may be carried over to succeeding years to the extent of encumbrances,
with all other appropriations lapsing as of the end of the fiscal year. Unexpended appropriations from special and federal
funds may be carried over to the extent of (a) available resources, and (b) encumbrances. The State's accounting system is
maintained by the Comptroller in compliance with State Law and in accordance with the State's Budgetary Funds. It controls
expenditures at the program level to ensure legal compliance. The “Agency Appropriation Unencumbered Balance Report,”
which is available for public inspection at the Office of the Comptroller, provides a more comprehensive accounting of activ-
ity on the basis of budgeting at the legal level of budgetary control.

The original and amended budget adopted by the General Assembly for the general, special and federal funds is pre-
sented in the Schedule of Revenues, Expenditures and Encumbrances, and Changes in Fund Balances - Budget and Actual -
for the year ended June 30, 2004. The State's budgetary fund structure and the basis of budgeting, which is the modified
accrual basis with certain exceptions, differs from that utilized to present financial statements in conformity with generally
accepted accounting principles. The budgetary system's principal departures from the modified accrual basis are the classi-
fication of the State's budgetary funds and the timing of recognition of certain revenues and expenditures. A summary of the
effects of the fund structure differences and exceptions to the modified accrual basis of accounting, as of June 30, 2004, is pro-
vided in the “Reconciliation of the Budgetary General and Special Fund, Fund Balances to the GAAP General and Special
Revenue Fund, Fund Balances” immediately following the budgetary schedule.
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STATE OF MARYLAND

Non-Major Governmental Funds

Debt Service Funds

General Obligation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the
payment of interest and principal on general long-term debt obligations are accounted for in the general obliga-
tion bonds debt service fund.

Transportation Bonds, Debt Service Fund: Transactions related to resources obtained and used for the pay-
ment of interest and principal on transportation long-term debt obligations are accounted for in the transporta-
tion bonds debt service fund.

Capital Projects Fund

Transactions related to resources obtained and used for the acquisition, construction or improvement of cer-
tain capital facilities, including those provided to political subdivisions and other public organizations are
accounted for in the capital projects fund. Such resources are derived principally from proceeds of general obli-
gation bond issues, federal grants and operating transfers from the State's general fund.  The State enters into
long-term contracts for construction of major capital projects and records the related commitments as encum-
brances.
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STATE OF MARYLAND

Combining Balance Sheet
Non-major Governmental Funds

June 30, 2004
(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major

Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds

Assets:
Cash and cash equivalents.  . . . . . . . . . . . . . . . . . . . . . . . . . . . $48,999 $ 48,999 
Cash and cash equivalents - restricted  . . . . . . . . . . . . . . . . . . $ 1,981 1,981 
Cash with fiscal agent - restricted  . . . . . . . . . . . . . . . . . . . . . . 3,057 606 3,663 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,169 8,169 
Taxes receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,707 6,707 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 40 
Due from other funds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,000 $ 84,952 92,952 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . 11,526 11,526 
Loans and notes receivable - restricted . . . . . . . . . . . . . . . . . . 8,112 8,112 

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $70,329 $18,756 $ 93,064 $ 182,149 

Liabilities:
Vouchers payable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 66,284 $ 66,284 
Accounts payable and accrued liabilities.  . . . . . . . . . . . . . . . 30,135 30,135 
Accounts payable to political subdivisions  . . . . . . . . . . . . . . 2,718 2,718 
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,114 1,114 
Matured bonds and interest coupons payable . . . . . . . . . . . . 1,182 $ 606 1,788 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 2,296 606 99,137 102,039 
Fund balances:

Reserved for:
Encumbrances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 410,853 410,853 
Loans and notes receivable  . . . . . . . . . . . . . . . . . . . . . . . . . 11,024 8,112 19,136 
Debt service . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,891 1,891 

Unreserved:
Undesignated (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,118 18,150 (425,038) (351,770)

Total fund balances (deficit) . . . . . . . . . . . . . . . . . . . . . . . 68,033 18,150 (6,073) 80,110 
Total liabilities and fund balances  . . . . . . . . . . . . . . . . $70,329 $18,756 $ 93,064 $ 182,149 
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STATE OF MARYLAND

Combining Statement of Revenues
Expenditures, Other Sources and Uses of

Financial Resources and Changes in Fund Balances
Non-major Governmental Funds
For the Year Ended June 30, 2004

(Expressed in Thousands)

Debt Service Funds Total
General Capital Non-major

Obligation Transportation Projects Governmental
Bonds Bonds Fund Funds

Revenues:
Other taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $472,097 $ 472,097 
Interest and other investment income  . . . . . . . . . . . . . . . . . . . 978 $ (15) $ 2,569 3,532 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 264 165 609 1,038 

Total revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 473,339 150 3,178 476,667 
Expenditures:

Education.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 163,533 163,533 
Aid to higher education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 237,698 237,698 
Intergovernmental  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225,983 225,983 
Capital outlays  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,702 106,702 
Debt service:

Principal retirement  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 330,215 94,710 424,925 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 205,716 41,311 247,027 
Bond issuance costs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,795 1,795 

Total expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 535,931 136,021 735,711 1,407,663 
Deficiency of revenues under expenditures  . . . . . . . . . (62,592) (135,871) (732,533) (930,996)

Other sources (uses) of financial resources :
Bonds issued  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500,000 500,000 
Bond premium  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,000 52,615 68,615 
Transfers in  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,712 135,252 26,694 250,658 
Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (130,225) (130,225)

Total other sources of financial resources  . . . . . . . . . . . . . 88,712 151,252 449,084 689,048 
Net change in fund balances  . . . . . . . . . . . . . . . . . . . . . 26,120 15,381 (283,449) (241,948)

Fund balances, July 1, 2003  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,913 2,769 277,376 322,058 
Fund balances, June 30, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 68,033 $ 18,150 $ (6,073) $ 80,110 
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STATE OF MARYLAND

Non-major Enterprise Funds

Transactions related to commercial types of activities operated  by the State are accounted for in the enter-
prise funds.  The non-major enterprise funds consist of the economic development insurance programs of the
Department of Housing and Community Development and State Use Industries, which utilizes inmate labor
from State correctional institutions to manufacture goods, wares and merchandise to be sold to State agencies,
political subdivisions and charitable, civic, educational, fraternal or religious associations or institutions.
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STATE OF MARYLAND

Combining Statement of Net Assets
Non-major Enterprise Funds

June 30, 2004
(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Assets:
Current assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 10 $ 10 
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,228 4,228 
Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,775 12,096 15,871 
Inventories  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,199 6,199 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 136 136 
Other assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,132 222 3,354 
Current restricted assets:

Due from other funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 96,089 96,089 
Total current assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 103,132 22,755 125,887 

Non-current assets:
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 822 822 
Loans and notes receivable, net  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 577 577 
Capital assets (net of accumulated depreciation):

Structures and improvements  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 444 444 
Equipment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,527 4,527 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99 99 

Total non-current assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,399 5,070 6,469 
Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104,531 27,825 132,356 

Liabilities:
Current liabilities:

Accounts payable and accrued liabilities . . . . . . . . . . . . . . . . . . . . . 286 1,703 1,989
Accrued insurance and loan losses . . . . . . . . . . . . . . . . . . . . . . . . . . 14,946 14,946 
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 520 448 968 
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,465 270 1,735 

Total current liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,217 2,421 19,638 
Non-current liabilities:

Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 953 366 1,319 
Total non-current liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 953 366 1,319 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,170 2,787 20,957 
Net Assets:

Invested  in capital assets,
net of related debt  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,070 5,070 

Restricted for insurance programs  . . . . . . . . . . . . . . . . . . . . . . . . . . 96,089 96,089 
Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,728) 19,968 10,240 

Total  net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 86,361 $25,038 $111,399 
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STATE OF MARYLAND

Combining Statement of Revenues, Expenses
and Changes in Fund Net Assets

Non-major Enterprise Funds
For the Year Ended June 30, 2004

(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Operating revenues:
Charges for services and sales  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 3,509 $35,672 $ 39,181 
Interest on loan income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 604 604 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 7 

Total operating revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,120 35,672 39,792 
Operating expenses:

Cost of sales and services  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,038 28,038 
General and administrative.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,057 4,644 7,701 
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,130 1,130 
Reduction in provision for insurance and loan losses.  . . . . . . . . . . (7,968) (7,968)

Total operating expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,911) 33,812 28,901 
Operating income.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,031 1,860 10,891 

Nonoperating revenues:
Restricted investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,218 1,218 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 10 

Total nonoperating revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,218 10 1,228 
Income before transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,249 1,870 12,119 

Transfers out.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,000) (2,000)
Change in net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,249 (130) 10,119 

Total net assets - beginning . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,112 25,168 101,280 
Total net assets - ending  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $86,361 $25,038 $111,399 
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STATE OF MARYLAND

Combining Statement of Cash Flows
Non-major Enterprise Funds

For the Year June 30, 2004
(Expressed in Thousands)

Economic Total
Development Non-major

Insurance State Use Enterprise
Programs Industries Funds

Cash flows from operating activities:
Receipts from customers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,961 $ 36,773 $ 39,734 
Payments to suppliers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,435) (22,435)
Payments to employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,611) (11,106) (13,717)
Other receipts (payments)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,568) 36 (1,532)

Net cash provided (used) by operating activities  . . . . . . . . . . (1,218) 3,268 2,050 
Cash flows from noncapital financing activities:

Transfers out  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,000) (2,000)
Net cash used by noncapital financing activities . . . . . . . . . . . (2,000) (2,000)

Cash flows from capital and related financing activities: . . . . . . . .
Acquisition of capital assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,268) (1,268)

Net cash used in capital and related financing activities  . . . . (1,268) (1,268)
Cash flows from investing activities:

Interest on investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,218 1,218 
Net cash provided by investing activities  . . . . . . . . . . . . . . . . . . 1,218 1,218 

Net change in cash and cash equivalents . . . . . . . . . . . . . . . . .
Balance - beginning of the year . . . . . . . . . . . . . . . . . . . . . . . . . 10 10 
Balance - end of the year  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - $ 10 $ 10 

Reconciliation of operating income to net cash provided
(used) by operating activities:
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,031 $ 1,860 $ 10,891 
Adjustments to reconcile operating income to net cash

provided (used) by operating activities:
Depreciation and amortization  . . . . . . . . . . . . . . . . . . . . . . . . . 1,130 1,130 

Effect of changes in assets and liabilities:
Other accounts receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,101 1,101 
Due from other funds.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,656) 36 (1,620)
Inventories.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 15 
Loans and notes receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,261 1,261 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 246 231 477 
Accounts payable and accrued liabilities  . . . . . . . . . . . . . . . . . . . (1,224) (566) (1,790)
Accrued insurance on loan losses . . . . . . . . . . . . . . . . . . . . . . . . . (9,448) (9,448)
Deferred revenue  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (587) (398) (985)
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,159 (141) 1,018 

Net cash provided (used) by operating activities  . . . . . . . . . . . . . . $(1,218) $ 3,268 $ 2,050 
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STATE OF MARYLAND

Fiduciary Funds

The Pension and Other Employee Benefits Trust Funds include the State Retirement and Pension System
of Maryland, the Maryland Transit Administration Pension Plan, and the Deferred Compensation Plan.  The
Trust Funds reflect the transactions, assets, liabilities and fund equities of the plans administered by the State
and the Maryland Transit Administration and are accounted for using the flow of economic resources meas-
urement focus.  The Deferred Compensation Plan, which is included with a year end of December 31, accounts
for participant earnings deferred in accordance with Internal Revenue Code Sections 457, 403(b), 401(a) and
401(k).  Amounts deferred are invested and are not subject to federal income taxes until paid to participants
upon termination or retirement from employment, death or for an unforeseeable emergency.

The agency funds are custodial in nature and do not present the results of operations or have a measure-
ment focus.  The State uses agency funds to account for the receipt and disbursement of patient and prisoner
accounts, various taxes collected by the State for distribution to the Federal government and political subdivi-
sions and amounts withheld from employees' payroll.
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Assets
Pension and Other Employee Benefits Trust Funds

June 30, 2004
(Expressed in Thousands)

Retirement Maryland
and Transit Deferred

Pension Administration Compensation
System of Pension Plan
Maryland Plan December 31, 2003 Total

Assets:
Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . .. $ 1,660,242 $ 511 $ 4,175 $ 1,664,928 
Investments:

U.S. Treasury and agency obligations  . . . . . . . . . . 314,290 2,531 316,821 
Bonds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,433,777 18,317 1,452,094 
Corporate equity securities  . . . . . . . . . . . . . . . . . .. 8,734,597 58,411 8,793,008 
Mortgage related securities  . . . . . . . . . . . . . . . . . . 1,252,679 3,768 1,256,447 
Mutual funds  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,037,465 1,153,595 16,191,060 
Guaranteed investment contracts  . . . . . . . . . . . . . 470,926 470,926 
Real estate  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 780,166 2,384 782,550 
Annuity contracts  . . . . . . . . . . . . . . . . . . . . . . . . . . 176,721 160,363 337,084 
Investment held by borrowers under

securities lent with cash collateral  . . . . . . . . . . . 1,532,515 1,532,515 
Total investments . . . . . . . . . . . . . . . . . . . . . . . . . 29,262,210 85,411 1,784,884 31,132,505 

Other receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 477,684 1,351 8,230 487,265 
Collateral for lent securities  . . . . . . . . . . . . . . . . . . .. 1,575,643 1,575,643 

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 32,975,779 87,273 1,797,289 34,860,341
Liabilities:

Accounts payable and accrued liabilities  . . . . . . . . . 1,233,412 1,351 89 1,234,852 
Collateral obligation for lent securities  . . . . . . . . . .. 1,575,643 1,575,643 

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . 2,809,055 1,351 89 2,810,495 
Net assets:

Held in trust for :
Pension benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,166,724 85,922 30,252,646 
Deferred compensation benefits  . . . . . . . . . . . . . . 1,797,200 1,797,200 

Total net assets  . . . . . . . . . . . . . . . . . . . . . . . . . $30,166,724 $85,922 $1,797,200 $32,049,846
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STATE OF MARYLAND

Combining Statement of Changes in Plan Net Assets
Pension and Other Employee Benefits Trust Funds

For the Year Ended June 30, 2004
(Expressed in Thousands)

Retirement Maryland
and Transit Deferred

Pension Administration Compensation
System of Pension Plan
Maryland Plan December 31, 2003 Total

Additions:
Contributions:

Employers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 221,023 $19,187 $ 2,486 $ 242,696 
Members  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 204,158 141,331 345,489 
Sponsors  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 411,029 411,029 

Total contributions  . . . . . . . . . . . . . . . . . . . . . . .. 836,210 19,187 143,817 999,214 
Investment earnings:

Net appreciation in fair value of investments . . . . 3,813,701 9,212 250,494 4,073,407 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 237,511 3,454 30,638 271,603 
Dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190,984 190,984 
Real estate operating net earnings  . . . . . . . . . . . . . 29,515 29,515 
Net change in annuity reserves  . . . . . . . . . . . . . . . 2,876 2,876 

Total investment income  . . . . . . . . . . . . . . . . . . . 4,271,711 12,666 284,008 4,568,385 
Less investment expense . . . . . . . . . . . . . . . . . . . 69,079 69,079 

Net investment income  . . . . . . . . . . . . . . . . . . 4,202,632 12,666 284,008 4,499,306 
Total additions  . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,038,842 31,853 427,825 5,498,520 

Deductions:
Benefit payments  . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 1,570,622 15,611 98,819 1,685,052 
Refunds.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,942 11,942 
Administrative expenses  . . . . . . . . . . . . . . . . . . . . . . 17,376 160 5,195 22,731 

Total deductions  . . . . . . . . . . . . . . . . . . . . . . . . . 1,599,940 15,771 104,014 1,719,725 
Change in net assets  . . . . . . . . . . . . . . . . . . . . 3,438,902 16,082 323,811 3,778,795 

Net assets held in trust for pension and 
other employee benefits:
July 1, 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,727,822 69,840 1,473,389 28,271,051 
June 30, 2004  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $30,166,724 $85,922 $1,797,200 $32,049,846 
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STATE OF MARYLAND

Combining Statement of Fiduciary Net Assets
Agency Funds
June 30, 2004

(Expressed in Thousands)

Agency Funds
Litigant, 

Local Payroll Patient
Local Insurance Transportation Taxes and and Total 

Income Premium Funds and Fringe Prisoner Agency
Taxes Taxes Other Taxes Benefits Accounts Funds

Assets:
Cash and cash equivalents  . . . . . . . . . . . $ 10 $ 1,060 $65,614 $ 66,684 
Taxes receivable, net  . . . . . . . . . . . . . . . . $ 154,061 154,061
Accounts receivable from state treasury 1,236,723 52,442 17,722 $1,159 1,308,046
Other receivables. . . . . . . . . . . . . . . . . . . . 2,400 2,400

Total assets.  . . . . . . . . . . . . . . . . . . $1,390,784 $54,852 $18,782 $1,159 $65,614 $1,531,191 
Liabilities:

Accounts payable to state treasury . . . . . $ 49,525 $49,525 
Accounts payable and accrued liabilities. $54,852 $ 1,060 $1,159 $65,614 122,685 
Accounts payable to political subdivisions 1,341,259 17,722 1,358,981

Total liabilities  . . . . . . . . . . . . . . .. $1,390,784 $54,852 $18,782 $1,159 $65,614 $1,531,191 
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STATE OF MARYLAND

Combining Statement of Changes in Assets
and Liabilities - Agency Funds

For the Year Ended June 30, 2004
(Expressed in Thousands)

Balance Balance
July 1, 2003 Additions Deletions June 30, 2004

Litigant, Patient and Prisoner Accounts
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . $ 5,564 $ 166,906 $ 106,856 $ 65,614 
Liabilities:

Accounts payable and accrued liabilities . . . . . . . . $ 5,564 $ 166,906 $ 106,856 $ 65,614 
Insurance Premium Taxes
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . $ 10 $ 10 
Accounts receivable from state treasury  . . . . . . . . 45,339 $ 26,997 $ 19,894 52,442 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,615 785 2,400 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 46,964 $ 27,782 $ 19,894 $ 54,852 
Liabilities:

Accounts payable and accrued liabilities . . . . . . . . $ 46,964 $ 27,782 $ 19,894 $ 54,852 
Local Income Taxes
Assets:

Taxes receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 253,489 $ 50,853 $ 150,281 $ 154,061 
Accounts receivable from state treasury  . . . . . . . . 1,024,433 3,337,954 3,125,664 1,236,723 

Total assets.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,277,922 $3,388,807 $3,275,945 $1,390,784 

Liabilities:
Accounts payable to state treasury . . . . . . . . . . . . . $ 49,525 $ 49,525 
Accounts payable to political subdivisions  . . . . . . $1,277,922 3,339,282 $3,275,945 1,341,259 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,277,922 $3,388,807 $3,275,945 $1,390,784 
Local Transportation Funds and Other Taxes
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . $ 2,044 $ 14,603 $ 15,587 $ 1,060 
Accounts receivable from state treasury  . . . . . . . . 20,450 64,599 67,327 17,722 

Total assets.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,494 $ 79,202 $ 82,914 $ 18,782 
Liabilities:

Accounts payable and accrued liabilities . . . . . . . . $ 2,044 $ 14,603 $ 15,587 $ 1,060 
Accounts payable to political subdivisions  . . . . . . 20,450 64,599 67,327 17,722 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,494 $ 79,202 $ 82,914 $ 18,782 
Payroll Taxes and Fringe Benefits
Assets:

Accounts receivable from state treasury  . . . . . . . . $ 750 $1,070,308 $1,069,899 $ 1,159 
Liabilities:

Accounts payable and accrued liabilities . . . . . . . . $ 750 $1,070,308 $1,069,899 $ 1,159 
Totals - All Agency Funds
Assets:

Cash and cash equivalents  . . . . . . . . . . . . . . . . . . . $ 7,618 $ 181,509 $ 122,443 $ 66,684 
Taxes receivable  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 253,489 50,853 150,281 154,061 
Accounts receivable from state treasury  . . . . . . . . 1,090,972 4,499,858 4,282,784 1,308,046 
Other receivables  . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,615 785 2,400 

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,353,694 $4,733,005 $4,555,508 $1,531,191 

Liabilities:
Accounts payable to state treasury . . . . . . . . . . . . . $ 49,525 $ 49,525 
Accounts payable and accrued liabilities . . . . . . . . $ 55,322 1,279,599 $1,212,236 122,685 
Accounts payable to political subdivisions  . . . . . . 1,298,372 3,403,881 3,343,272 1,358,981 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,353,694 $4,733,005 $4,555,508 $1,531,191 
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STATE OF MARYLAND

COMPONENT UNIT FINANCIAL STATEMENTS

Non-Major Component Units
Non-major component units are comprised of the following proprietary fund type entities.

Maryland Prepaid College Trust
The Maryland Prepaid College Trust is directed by the Maryland Higher Education Investment Board to provide a

method for Maryland citizens to save money for college tuition.

Maryland Environmental Service
The Maryland Environmental Service was created as a body corporate and politic.  The Service helps private industry

and local governments manage liquid, solid and hazardous wastes.  In accordance with direction from the Governor, the
Service plans and establishes major resource recovery facilities, solid waste management plans and hazardous waste 
management programs

Maryland Industrial Development Financing Authority
The Maryland Industrial Development Financing Authority was established as a body corporate and politic and a 

public instrumentality of the State to provide financial assistance to enterprises seeking to locate or expand operations in
Maryland.

Maryland Food Center Authority
The Maryland Food Center Authority is a body corporate and politic which was created to establish and operate a 

consolidated wholesale food center within the Greater Baltimore Region and is subject to State regulations. 
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STATE OF MARYLAND

Combining Statement of Net Assets
Non-major Component Units

June 30, 2004
(Expressed in Thousands)

Maryland
Maryland Industrial Maryland Total
Prepaid Maryland Development Food Non-major
College Environmental Financing Center Component

Trust Service Authority Authority Units 

Assets:
Cash and cash equivalents  . . . . . . . . . . . . $ 1,541 $ 750 $ 2,291 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . 254,267 6,085 260,352 
Tuition contracts receivable  . . . . . . . . . . . . 174,516 174,516 
Other accounts receivable  . . . . . . . . . . . . . 77 14,075 $ 154 14,306 
Due from primary government . . . . . . . . . 102 $37,190 1,699 38,991 
Investments in direct financing leases  . . . 9,458 9,458 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . 10,273 10,273 
Restricted assets:

Investments . . . . . . . . . . . . . . . . . . . . . . . 20,984 20,984 
Due from primary government . . . . . . . 221 221 

Capital assets 
(net of accumulated depreciation):
Land  . . . . . . . . . . . . . . . . . . . . . . . . . . . 680 5,103 5,783 
Structures and improvements  . . . . . . . . 5,160 11,583 16,743 
Infrastructure  . . . . . . . . . . . . . . . . . . . . . 1,473 1,473 
Equipment . . . . . . . . . . . . . . . . . . . . . . . . 251 8,394 151 8,796 
Construction in progress  . . . . . . . . . . . . 279 2,964 3,243 

Total assets . . . . . . . . . . . . . . . . . . . . 430,754 77,611 37,190 21,875 567,430 
Liabilities:

Accounts payable and accrued liabilities  . 431 12,229 425 13,085 
Loans from primary government  . . . . . . . 280 280 
Unearned revenue  . . . . . . . . . . . . . . . . . . . 90 138 228 
Accrued insurance on loan losses  . . . . . . . 5,057 5,057 
Other liabilities  . . . . . . . . . . . . . . . . . . . . . . 42 224 266 
Bonds and notes payable:

Due within one year . . . . . . . . . . . . . . . . 2,835 2,835 
Due in more than one year  . . . . . . . . . . 22,048 22,048 

Other noncurrent liabilities:
Due within one year . . . . . . . . . . . . . . . . 8,782 10,373 59 19,214 
Due in more than one year  . . . . . . . . . . 496,160 22,543 102 518,805 

Total liabilities  . . . . . . . . . . . . . . . . . 505,695 70,028 5,147 948 581,818 
Net Assets:

Invested in capital assets, 
net of related debt  . . . . . . . . . . . . . . . . . 251 5,390 19,801 25,442 

Restricted for capital improvements 
and deposits  . . . . . . . . . . . . . . . . . . . . . . 221 221 

Unrestricted (deficit)  . . . . . . . . . . . . . . . . . (75,192) 2,193 32,043 905 (40,051)
Total net assets (deficiency)  . . . . . . $ (74,941) $ 7,583 $32,043 $20,927 $ (14,388)
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STATE OF MARYLAND

Combining Statement of Activities
Non-major Component Units

For the Year Ended June 30, 2004
(Expressed in Thousands)

Maryland
Maryland Industrial Maryland
Prepaid Maryland Development Food
College Environmental Financing Center

Trust Service Authority Authority Total

Expenses:
General and administrative . . . . . . . . . . . . $ 1,636 $ 7,268 $ 1,158 $ 2,871 $ 12,933 
Operation and maintenance of facilities . . 63,325 63,325 
Reduction in provision for insurance on 

loan losses, net  . . . . . . . . . . . . . . . . . . . . (1,120) (1,120)
Tuition benefits  . . . . . . . . . . . . . . . . . . . . . . 114,635 114,635 
Interest on long-term debt  . . . . . . . . . . . . . 1,692 1,692 
Depreciation and amortization  . . . . . . . . . 101 1,930 517 2,548 
Other  . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 704 225 935 

Total expenses  . . . . . . . . . . . . . . . . . . . 116,378 74,919 38 3,613 194,948 
Program revenues:

Charges for services and sales . . . . . . . . . . 82,485 71,151 839 3,955 158,430 
Restricted investment income  . . . . . . . . . . 157 157 

Total charges for services  . . . . . . . . . . . . 82,485 71,308 839 3,955 158,587 
Capital grants and contributions  . . . . . . . 361 361 

Total program revenues  . . . . . . . . . . . .. 82,485 71,669 839 3,955 158,948 
Net program revenue (expense)  . . (33,893) (3,250) 801 342 (36,000)

General revenues:
Unrestricted investment income  . . . . . . .. 27,798 127 481 58 28,464 

Total general revenues  . . . . . . . . . . . . . . 27,798 127 481 58 28,464 
Change in net assets  . . . . . . . . . . . . (6,095) (3,123) 1,282 400 (7,536)

Net assets - beginning  . . . . . . . . . . . . . . (68,846) 10,706 30,761 20,527 (6,852)
Net assets - ending  . . . . . . . . . . . . . . . . . $ (74,941) $ 7,583 $32,043 $20,927 $ (14,388)
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STATISTICAL SECTION
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Statistical Section

This part of the State's comprehensive annual financial report presents detailed information as a context for understanding
what the information in the financial statements, note disclosures, and required supplementary information says about the
State's economic condition.

Contents Page 

Financial Trends 109
These schedules contain trend information to help the reader understand how the
State's financial position and well-being have changed over time.

Revenue Capacity 116
These schedules contain information to help the reader assess the State's most
significant own-source revenues.

Debt Capacity 120
These schedules present information to help the reader assess the affordability
of the State's current levels of outstanding debt and the State's ability to issue
additional debt in the future.

Demographic and Economic Information 125
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the State's financial activities take place.

Operating Information 128
These schedules contain service data to help the reader understand how the 
information in the State's financial report relates to the services the State provides
and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived
from the comprehensive annual financial reports for the relevant year.  The State
implemented GASB Statement 34 in 2002.  The schedules presenting 
government-wide information include information beginning in that year.
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STATE OF MARYLAND

Net Assets by Component, Primary Government
Last Three Fiscal Years

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
2004 2003 2002

Governmental activities:
Invested in capital assets, net of related debt  . . . . . . . . . . . . . . . $11,937,207 $11,943,249 $11,016,638 
Restricted**  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 584,558 350,553 458,552 
Unrestricted (deficit)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,516,464) (1,514,647) 18,563 

Total governmental activities net assets . . . . . . . . . . . . . . . . . . . . . . $11,005,301 $10,779,155 $11,493,753 

Business-type activities:
Invested in capital assets, net of related debt  . . . . . . . . . . . . . . . $1,331,400 $1,231,338 $1,217,578 
Restricted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,556,170 1,518,996 1,378,025 
Unrestricted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,197,542 1,208,954 1,610,282 

Total business-type activities net assets  . . . . . . . . . . . . . . . . . . . . . . $ 4,085,112 $3,959,288 $4,205,885 

Primary government:
Invested in capital assets, net of related debt  . . . . . . . . . . . . . . . $13,268,607 $13,174,587 $12,234,216 
Restricted  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,140,728 1,869,549 1,836,577 
Unrestricted (deficit).  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (318,922) (305,693) 1,628,845 

Total primary government net assets  . . . . . . . . . . . . . . . . . . . . . . . . $15,090,413 $14,738,443 $15,699,638 

**Information for fiscal years 2002 & 2003 has been restated in fiscal year 2004 to reflect reclassifications of certain balances.
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STATE OF MARYLAND

Changes in Net Assets
Last Three Fiscal Years

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
2004 2003 2002

Governmental activities (1):
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $20,382,202 $19,588,410 $18,234,226 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,941,822 7,221,988 6,579,856 

Net (expense)/revenue, governmental activities . . . . . . . . . . . (12,440,380) (12,366,422) (11,654,370)
General revenues and 
other changes, governmental activities  . . . . . . . . . . . . . . . . . . . . 12,592,202 11,651,824 11,209,102 

Change in net assets, governmental activities  . . . . . . . . . . . . . 151,822 (714,598) (445,268)
Net assets, beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,779,155 11,493,753 3,371,858 
Restatement (2)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,324 8,567,163 

Net assets, ending, governmental activities  . . . . . . . . . . . $11,005,301 $10,779,155 $11,493,753 

Business-type activities (1):
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,038,850 $2,191,318 $1,960,333 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,594,808 2,339,895 2,097,340 

Net (expense)/revenue, business-type activities  . . . . . . . . . . . 555,958 148,577 137,007 
General revenues and 
other changes, business-type activities  . . . . . . . . . . . . . . . . . . . . (430,134) (395,174) (99,232)

Change in net assets, business-type activities . . . . . . . . . . . . .. 125,824 (246,597) 37,775 
Net assets, beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,959,288 4,205,885 2,995,032 
Adjustment (2)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,173,078 

Net assets, ending, business-type activities  . . . . . . . . . . . $4,085,112 $3,959,288 $4,205,885 

Primary government:
Expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,421,052 $21,779,728 $20,194,559 
Program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,536,630 9,561,883 8,677,196 

Net (expense)/revenue, primary government . . . . . . . . . . . . . (11,884,422) (12,217,845) (11,517,363)
General revenues and 
other changes, primary government  . . . . . . . . . . . . . . . . . . . . . . 12,162,068 11,256,650 11,109,870 

Change in net assets, primary government  . . . . . . . . . . . . . . . 277,646 (961,195) (407,493)
Net assets, beginning  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,738,443 15,699,638 6,366,890 
Restatement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,324 9,740,241 

Net assets, ending, primary government  . . . . . . . . . . . . . $15,090,413 $14,738,443 $15,699,638 

(1) See the Expenses by Function, Primary Government and Revenues, Primary Government schedules for detail 
information on expenses and revenues.

(2) The beginning fund balances were restated due to implementation of GASB Statement No. 34 and Technical Bulletin
No. 2004-1. Prior year’s balances were not restated for the Technical Bulletin.
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STATE OF MARYLAND

Expenses by Function, Primary Government
Last Three Fiscal Years

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
Functions/Programs 2004 2003 2002

Governmental activities:
General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $    598,116 $    665,133 $    610,560 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,090,102 5,592,272 4,908,418 
Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,871,972 4,229,670 4,124,255 
Aid for higher education**  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,081,099 1,554,955 1,536,851 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,586,022 1,633,461 1,536,124 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,398,017 1,338,202 1,194,952 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,839,205 1,694,321 1,630,724 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 439,576 429,302 408,571 
Labor, licensing and regulation . . . . . . . . . . . . . . . . . . . . . . . . . . . 175,551 182,584 173,625 
Natural resources and recreation  . . . . . . . . . . . . . . . . . . . . . . . . . 169,791 168,107 149,372 
Housing and community development  . . . . . . . . . . . . . . . . . . . . 202,278 203,946 168,595 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,382 95,079 87,432 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,427 85,426 64,395 
Business and economic development . . . . . . . . . . . . . . . . . . . . . . 58,666 43,387 55,570 
Intergovernmental grants  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,461,133 1,422,007 1,375,043 
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 278,865 250,558 209,739 

Total governmental activities expenses  . . . . . . . . . . . . . . . . 20,382,202 19,588,410 18,234,226 

Business-type activities:
Economic development - insurance programs  . . . . . . . . . . . . . . (4,911) 2,938 5,262 
Economic development - general loan programs  . . . . . . . . . . . . 53,237 48,633 69,381 
Economic development - water quality loan programs  . . . . . . . 11,348 11,510 11,892 
Economic development - housing loan programs . . . . . . . . . . . . 135,717 213,404 210,469 
Unemployment insurance program  . . . . . . . . . . . . . . . . . . . . . .. 581,634 633,904 550,345 
Maryland State Lottery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 927,941 883,736 867,910 
Maryland Transportation Authority . . . . . . . . . . . . . . . . . . . . . . . 300,072 359,015 205,831 
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,812 38,178 39,243 

Total business-type activities expenses . . . . . . . . . . . . . . . . . 2,038,850 2,191,318 1,960,333 
Total primary government expenses . . . . . . . . . . . . . . . . . $22,421,052 $21,779,728 $20,194,559 

**Information for fiscal years 2002 & 2003 has been restated to reflect reclassification of certain expenditures.
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STATE OF MARYLAND

Revenues, Primary Government
Last Three Fiscal Years

(accrual basis of accounting)
(Expressed in Thousands)

Year ended June 30,
Source 2004 2003 2002

Governmental activities:
Program revenues:

Charges for services:
General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 349,078 $ 325,115 $ 238,480 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . 289,988 224,300 191,164 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 716,422 526,253 615,261 
Judicial . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 384,215 276,787 291,546 
Other activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 277,720 303,190 271,176 

Operating grants and contributions  . . . . . . . . . . . . . . . . . . . . . . . 5,204,906 4,843,927 4,225,374 
Capital grants and contributions  . . . . . . . . . . . . . . . . . . . . . . . . . 719,493 722,416 746,855 

Total program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,941,822 7,221,988 6,579,856 
General revenues:

Taxes:
Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,518,813 5,107,593 4,913,185 
Sales and use taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,944,534 2,719,547 2,690,099 
Motor vehicle taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,792,769 1,693,736 1,660,994 
Other taxes  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,852,418 1,545,013 1,413,307 

Unrestricted investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . 48,134 62,611 109,065 
Special items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 114,200 25,628 
Transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 435,534 409,124 396,824 

Total general revenues, special items and transfers  . . . . . . . . . . 12,592,202 11,651,824 11,209,102 
Total revenues, transfers and special items - 
governmental activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,534,024 18,873,812 17,788,958 

Business-type activities:
Program revenues:

Charges for services:
Unemployment insurance program  . . . . . . . . . . . . . . . . . . . . . 528,238 341,004 254,483 
Maryland State Lottery  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,395,408 1,322,239 1,306,538 
Maryland Transportation Authority  . . . . . . . . . . . . . . . . . . . . . 280,098 242,429 189,658 
Other activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 203,462 257,859 337,536 

Operating grants and contributions  . . . . . . . . . . . . . . . . . . . . . . . 129,991 136,113 234,993 
Capital grants and contributions  . . . . . . . . . . . . . . . . . . . . . . . . . 57,611 40,251 53,701 

Total program revenues  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,594,808 2,339,895 2,376,909 
General revenues:

Unrestricted investment earnings . . . . . . . . . . . . . . . . . . . . . . . . . 5,400 13,950 18,023 
Transfers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (435,534) (409,124) (396,824)

Total general revenues and transfers  . . . . . . . . . . . . . . . . . . (430,134) (395,174) (378,801)
Total revenues and transfers - 

business-type activities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 2,164,674 1,944,721 1,998,108 
Total primary government revenues,  special items,
and transfers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,698,698 $20,818,533 $19,787,066 

**Information for fiscal year 2002 has been restated to reflect reclassification of certain revenues.

**

**

**
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STATE OF MARYLAND

Personal Income Tax Filers by Subdivision
Tax Year Ended December 31, 2003
(Dollars Expressed in Thousands)

Total
Number Adjusted Net State Local State and Local Local 

Subdivision of Filers Gross Income Taxable Income Income Tax (1) Income Tax Income Tax Tax Rate 

Allegany  . . . . . . . . . . 22,643 $ 938,152 $ 707,971 $ 31,179 $ 20,159 $ 51,338 2.93%
Anne Arundel  . . . . .. 195,663 12,989,482 10,006,368 452,277 253,833 706,110 2.56%
Baltimore County . . . 303,020 18,201,614 14,005,999 628,461 390,681 1,019,142 2.83%
Calvert  . . . . . . . . . . . 30,970 2,054,442 1,538,974 69,885 39,644 109,529 2.60%
Caroline  . . . . . . . . . . 10,736 448,100 326,109 13,464 8,270 21,734 2.63%
Carroll  . . . . . . . . . . . . 60,467 3,792,156 2,867,775 130,846 81,081 211,927 2.85%
Cecil  . . . . . . . . . . . . . 32,431 1,692,567 1,274,114 39,620 35,072 74,692 2.80%
Charles.  . . . . . . . . . . . 49,771 2,928,664 2,140,305 96,849 61,257 158,106 2.90%
Dorchester  . . . . . . . .. 10,950 439,800 321,171 13,553 8,008 21,561 2.62%
Frederick . . . . . . . . . . 83,702 5,251,289 3,989,317 180,911 117,004 297,915 2.96%
Garrett . . . . . . . . . . . . 9,553 412,399 308,128 13,371 7,905 21,276 2.65%
Harford  . . . . . . . . . . . 87,035 5,263,653 4,002,930 179,992 121,239 301,231 3.06%
Howard . . . . . . . . . . . 100,012 8,292,222 6,555,035 299,887 159,768 459,655 2.45%
Kent . . . . . . . . . . . . . . 6,889 355,314 269,003 10,973 6,791 17,764 2.58%
Montgomery . . . . . . . 357,522 28,992,891 22,917,537 1,013,579 671,079 1,684,658 2.95%
Prince George's . . . . . 319,148 15,544,050 10,492,687 461,993 315,674 777,667 3.10%
Queen Anne's  . . . . . . 15,904 1,062,748 805,931 35,947 22,745 58,692 2.85%
St. Mary's.  . . . . . . . . . 33,247 1,932,590 1,472,415 66,611 45,051 111,662 3.10%
Somerset  . . . . . . . . . . 6,844 258,118 183,549 7,748 5,471 13,219 3.15%
Talbot  . . . . . . . . . . . . 13,465 885,850 693,794 29,853 12,238 42,091 1.79%
Washington . . . . . . . . 50,030 2,364,987 1,791,035 79,836 49,122 128,958 2.80%
Wicomico  . . . . . . . . . 30,505 1,432,017 1,083,194 45,297 32,509 77,806 3.10%
Worcester  . . . . . . . . . 19,692 1,013,121 780,216 33,150 9,562 42,712 1.25%
Baltimore City  . . . . . 194,896 7,738,402 5,540,194 232,854 157,899 390,753 3.05%

Non-resident  . . . . 59,710 2,336,919 1,984,399 90,598 90,598 
Total  . . . . . . . . . 2,104,805 $126,621,547 $96,058,150 $4,258,734 $2,632,062 $6,890,796 

(1) See personal income tax state rates schedule for tax rate information.
Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

State Personal Income Tax and Sales Tax Rates
Last Ten Calendar Years

Personal Income Tax Rate
1st $1,000 of 2nd $1,000 of 3rd $1,000 of In excess of $3,000
Net Taxable Net Taxable Net Taxable Net Taxable Sales Tax

Year Income Income Income Income Rate

2003 2% 3% 4% 4.75% 5%
2002 2 3 4 4.75 5
2001 2 3 4 4.80 5
2000 2 3 4 4.85 5
1999 2 3 4 4.85 5
1998 2 3 4 4.88 5
1997 2 3 4 5.00 5
1996 2 3 4 5.00 5
1995 2 3 4 5.00 5
1994 2 3 4 6.00 5

Source: Revenue Administration Division, State Comptroller's Office
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STATE OF MARYLAND

Ratio of General Bonded Debt
To Actual Value and General Bonded Debt Per Capita

Last Ten Fiscal Years

(Expressed in Thousands)
Estimated Ratio of General General 

Estimated Actual General Bonded Debt to  Bonded Debt
Fiscal Year Population (1) Property Value Bonded Debt (2) Actual Property Value per Capita

2004  . . . . . . . . . 5,509 $361,689,307 $4,102,278 1.13% $745
2003  . . . . . . . . . 5,451 336,657,741 3,932,493 1.17 721 
2002  . . . . . . . . . 5,383 318,778,365 3,544,178 1.11 658 
2001  . . . . . . . . .. 5,312 307,476,610 3,450,900 1.12 650 
2000  . . . . . . . . .. 5,255 327,817,193 3,348,866 1.02 637 
1999  . . . . . . . . .. 5,204 317,639,013 3,500,228 1.10 673 
1998  . . . . . . . . .. 5,157 309,303,572 3,270,525 1.06 634 
1997  . . . . . . . . . 5,111 299,899,529 3,025,394 1.01 592 
1996  . . . . . . . . . 5,070 293,505,618 2,859,939 0.97 564 
1995  . . . . . . . . . 5,023 287,059,336 2,619,069 0.91 521 

Source: The Fifty-first through Sixtieth Report of the State Department of Assessments and Taxation and the State
Comptroller's Office.

(1)  See Schedule of Demographic Statistics.
(2)  Includes general obligation bonds.  The primary revenue source to pay the debt service for general obligation bonds is

property taxes.
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STATE OF MARYLAND

Ratio of Pledged Assets to
Revenue Bonds, Community Development Administration

Last Ten Fiscal Years

Ratio of
Pledged Revenue Bonds Pledged Assets to

Fiscal Year Assets (1) Payable Revenue Bonds

2004 . . . . . . . . . . . . . . . . . . . . . . . . . $2,643,756 $2,211,905 1.20
2003 . . . . . . . . . . . . . . . . . . . . . . . . . 3,003,939 2,537,388 1.18
2002 . . . . . . . . . . . . . . . . . . . . . . . . . 3,030,657 2,628,254 1.15
2001  . . . . . . . . . . . . . . . . . . . . . . . .. 3,004,743 2,640,052 1.14
2000  . . . . . . . . . . . . . . . . . . . . . . . .. 2,917,980 2,606,943 1.12
1999 . . . . . . . . . . . . . . . . . . . . . . . . . 2,759,753 2,462,918 1.12
1998  . . . . . . . . . . . . . . . . . . . . . . . .. 2,711,296 2,385,177 1.14
1997 . . . . . . . . . . . . . . . . . . . . . . . . . 2,574,572 2,297,720 1.12
1996 . . . . . . . . . . . . . . . . . . . . . . . . . 2,630,911 2,394,813 1.10
1995  . . . . . . . . . . . . . . . . . . . . . . . .. 2,644,205 2,428,131 1.09

(1) Bonds and notes issued by the Community Development Administration (CDA) are special  obligations of CDA and
are payable soley from the revenues of the  applicable mortgage loan programs.  Assets, principally mortgage loans,
and program revenues are pledged as collateral for the revenue bonds.
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STATE OF MARYLAND

Schedule of Demographic Statistics
Last Ten Years

Total Personal Per Capita
Income (2) Personal School Unemployment

Population (1) (Expressed in Thousands) Income Enrollment (3) Rate (4)

2004 . . . . . . . . . . . . . . . . 5,508,909 $205,652,120 $37,331 1,056,520 4.3 %
2003 . . . . . . . . . . . . . . . . 5,450,525 197,868,861 36,303 1,056,944 4.7 
2002 . . . . . . . . . . . . . . . . 5,383,377 190,331,297 35,355 1,049,733 4.6 
2001 . . . . . . . . . . . . . . . . 5,311,531 181,957,207 34,257 1,040,020 3.8  
2000 . . . . . . . . . . . . . . . . 5,254,509 167,074,691 31,796 1,017,574 3.3 
1999 . . . . . . . . . . . . . . . . 5,204,464 157,783,778 30,317 1,009,870 4.0 
1998 . . . . . . . . . . . . . . . . 5,157,328 147,842,522 28,666 998,085 4.8 
1997 . . . . . . . . . . . . . . . . 5,111,986 140,035,065 27,393 985,180 5.0 
1996 . . . . . . . . . . . . . . . . 5,070,333 133,814,282 26,393 977,828 5.1 
1995 . . . . . . . . . . . . . . . . 5,023,060 128,522,965 25,587 964,389 5.0 

Sources:
(1)  US Department of Commerce, Bureau of Census--"Annual Population Estimates by State"

Note:  Figures are estimates for the calendar year except that the current year amount is a projected estimate for the
year.

(2)  US Department of Commerce, Bureau of Economic Analysis.  All ten years of income data based on April 2004
Comprehensive revision of State Personal Income Statistics for 1969-2002 Preliminary estimates are provided for 2003-
2004. Data provided is for the prior ending calendar year.

(3)  Figures are for the calendar year. State Department of Education, grades pre-kindergarten thru grade 12.
(4)  Figures are for the fiscal year. State Department of Labor, Licensing and Regulation.
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STATE OF MARYLAND

Maryland’s Ten Largest Private Employers (1)
Calendar Year 2003

Employer    (listed alphabetically)

Giant of Maryland LLC
Helix Health System Inc.
Home Depot USA Inc.
Johns Hopkins Hospital
Johns Hopkins University
Northrop Grumman Corporation
Safeway Inc
United Parcel Service
Verizon Maryland Inc.
Wal-Mart

Source:  Department of Labor, Licensing and Regulation; Office of Labor Market 
Analysis and Information @ www.dllr.state.md.us/Topprivate 
employers/Maryland Career and Workforce Information.

(1)  Information for prior years not available.
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STATE OF MARYLAND

State Employees by Function/Program
June 30, 2004

State Employees:
Governmental activities:

General government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,146 
Health and mental hygiene  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,815 
Education . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,180 
Human resources  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,852 
Public safety  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,356 
Transportation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,799 
Judicial  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,387 
Labor, licensing and regulation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,691 
Natural resources and recreation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,076 
Housing and community development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 254 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 907 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 516 
Business and economic development  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 303 

Total governmental activities employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,282 

Business-type activities:
Economic development - insurance programs  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 205 
Maryland State Lottery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177 
Maryland Transportation Authority  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,562 
State Use Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 159 

Total business-type activities employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,103 
Total primary government employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,385 

Component units:
Higher Education  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,397 
Stadium Authority.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97 
Other component units . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41 

Total component unit employees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,535 

Source:  Central Payroll  Bureau, State Comptroller's Office
Information for prior years not available.



129

STATE OF MARYLAND

Schedule of Miscellaneous Statistics
June 30, 2004

Date of Ratification  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1788
Form of Government  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Legislative - Executive - Judicial
Miles of State Highways.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,235 
Land Area  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,844 square miles 
State Police Protection:

Number of Stations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 
Number of State Police  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,596 

Higher Education (Universities, Colleges 
and Community Colleges):

Number of Campuses in State  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 
Number of Educators  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,432 
Number of Students  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 246,794 

Recreation:
Number of State Parks and Forests  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61 
Area of State Parks  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97,362  acres
Area of State Forests  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 135,951 acres

Sources: State Comptroller's Office, General Accounting Division, Central Payroll Bureau,
Maryland Manual @ www.mdarchives.state.md.us/msa/mdmanual, and the
Department of Natural Resources.
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FINANCIAL SCHEDULES
REQUIRED BY LAW

These schedules are required to be submitted by the Comptroller by Title 2,
Section 102 of the State Finance and Procurement Article of the Annotated

Code of Maryland.
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STATE OF MARYLAND

Schedule of Taxes Receivable from
Collectors of State Property Taxes

June 30, 2004
(Expressed in Thousands)

Taxes Receivable
Political Subdivision Current Year Prior Years Total

Allegany  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 155 $ 45 $ 200 
Anne Arundel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 797 33 830 
Baltimore County . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273 69 342 
Calvert . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273 24 297 
Caroline . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 2 15 
Carroll  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69 9 78 
Cecil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190 209 399 
Charles  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 170 (30) 140 
Dorchester . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 168 35 203 
Frederick  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 79 (89) (10)
Garrett  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 198 2 200 
Harford  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115 25 140 
Howard . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81 1,138 1,219 
Kent  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 83 3 86 
Montgomery . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225 (1,928) (1,703)
Prince George's . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 573 149 722 
Queen Anne's  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 5 21 
St. Mary's  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235 2 237 
Somerset  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 112 (3) 109 
Talbot . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 94 94 
Washington . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (199) (24) (223)
Wicomico  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 27 83 
Worcester  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 278 2 280 
Baltimore City  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,743 1,205 2,948 

Total  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,797 $ 910 $ 6,707 
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STATE OF MARYLAND

Schedule of Estimated Revenues - Budgetary Basis
For the Year Ending June 30, 2005

(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted

Fund Fund Fund Fund Fund Total

Income taxes  . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,735,483 $ 121,445 $ 5,856,928 
Retail sales and use tax and licenses . . . . . . 2,971,089 24,956 2,996,045 
Motor vehicle fuel taxes and licenses  . . . . . 13,109 754,150 767,259 
Motor vehicle tax and licenses  . . . . . . . . . . 10,729 923,900 934,629 
Property taxes  . . . . . . . . . . . . . . . . . . . . . . . . 523,662 (1) 523,662 
Insurance company taxes, licenses and fees. 254,085 254,085 
Franchise and corporation taxes  . . . . . . . . . 201,684 201,684 
State tobacco tax and licenses  . . . . . . . . . . . 264,256 264,256 
Alcoholic beverages taxes and licenses  . . . 27,929 27,929 
Death taxes. . . . . . . . . . . . . . . . . . . . . . . . . . . 139,824 139,824 
Miscellaneous taxes, fees and other revenues 112,039 47,494 (2) 159,533 
Budgeted tobacco settlement recoveries . . . 117,869 117,869 
Horse racing taxes and licenses . . . . . . . . . . 290 4,083 4,373 
District courts fines and costs  . . . . . . . . . . . 79,367 79,367 
Interest on investments  . . . . . . . . . . . . . . . . 48,100 2,000 50,100 
Hospital patient recoveries  . . . . . . . . . . . . . 77,127 77,127 
Legislative  . . . . . . . . . . . . . . . . . . . . . . . . . . . 300 300 
Judicial review and legal  . . . . . . . . . . . . . . . 65,293 65,603 $ 4,244 135,140 
Executive and administrative control  . . . . . 7,439 140,221 103,577 251,237 
Financial and revenue administration  . . . . 7,925 16,660 24,585 
Budget and management . . . . . . . . . . . . . . . 1,269 15,690 16,959 
State lottery agency  . . . . . . . . . . . . . . . . . . . 441,410 51,817 493,227 
Retirement and pension  . . . . . . . . . . . . . . . . 17,095 17,095 
General services  . . . . . . . . . . . . . . . . . . . . . . 945 1,504 801 3,250 
Transportation and highways  . . . . . . . . . . . 609,580 735,817 1,345,397 
Natural resources and recreation  . . . . . . . . 582 75,862 25,823 102,267 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . 121 18,655 7,158 25,934 
Health, hospitals and mental hygiene.  . . . . 21,892 133,316 2,630,218 2,785,426 
Human resources. . . . . . . . . . . . . . . . . . . . . . 2,173 65,532 926,086 993,791 
Labor, licensing and regulation  . . . . . . . . . . 13,046 17,369 135,695 166,110 
Public safety and correctional services  . . . . 7,677 121,406 7,267 136,350 
Public education  . . . . . . . . . . . . . . . . . . . . . . 32,021 43,462 855,162 $2,544,392 $899,774 4,374,811 
Housing and community development. . . . 764 49,202 180,276 230,242 
Business and economic development.  . . . . 38,522 558 39,080 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . 513 61,046 61,429 122,988 
Juvenile justice  . . . . . . . . . . . . . . . . . . . . . . . 300 248 15,358 15,906 
State police  . . . . . . . . . . . . . . . . . . . . . . . . . . 3,100 58,964 62,064 

Total estimated revenues  . . . . . . . . . . . . $10,541,881 $4,121,313 $5,689,469 $2,544,392 $899,774 $23,796,829 (3)

(1)  Includes $512,865,000 recorded in the Debt Service Fund for accounting purposes.
(2)  Includes $47,494,000 recorded in the Debt Service Fund for accounting purposes.
(3)  Amounts are reported at July 1, 2004, and do not reflect revisions, if any, subsequent to that date.
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STATE OF MARYLAND

Schedule of General, Special, Federal, Current Unrestricted
and Current Restricted Fund Appropriations - Budgetary Basis

For the Year Ending June 30, 2005
(Expressed in Thousands)

Current Current
General Special Federal Unrestricted Restricted

Fund Fund Fund Fund Fund Total

Payments of revenue to civil divisions of
the State  . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 128,490 $ 128,490 

Public debt  . . . . . . . . . . . . . . . . . . . . . . . . . . $ 560,360 (1) 560,360 
Legislative  . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,884 60,884 
Judicial review and legal  . . . . . . . . . . . . . . . 360,192 65,773 $ 4,244 430,209 
Executive and administrative control  . . . . . 137,387 140,222 103,577 381,186 
Financial and revenue administration  . . . . 157,887 68,477 226,364 
Budget and management . . . . . . . . . . . . . . . 87,277 15,690 102,967 
Retirement and pension  . . . . . . . . . . . . . . . . 17,095 17,095 
General services  . . . . . . . . . . . . . . . . . . . . . . 50,940 1,504 801 53,245 
Transportation and highways  . . . . . . . . . . . 2,436,029 735,817 3,171,846 
Natural resources and recreation  . . . . . . . . 67,746 85,675 25,823 179,244 
Agriculture  . . . . . . . . . . . . . . . . . . . . . . . . . . 25,369 25,768 7,158 58,295 
Health, hospitals and mental hygiene  . . . . 3,128,121 242,362 2,630,219 6,000,702 
Human resources  . . . . . . . . . . . . . . . . . . . . . 563,169 65,532 926,086 1,554,787 
Labor, licensing and regulation  . . . . . . . . . . 18,219 19,976 135,695 173,890 
Public safety and correctional services  . . . . 794,267 121,406 7,267 922,940 
Public education  . . . . . . . . . . . . . . . . . . . . . . 5,015,188 46,462 855,161 $2,544,392 $899,774 9,360,977 
Housing and community development  . . . 10,949 50,202 180,276 241,427 
Business and economic development  . . . . . 62,869 38,522 558 101,949 
Environment  . . . . . . . . . . . . . . . . . . . . . . . . . 36,857 61,046 61,429 159,332 
Juvenile justice  . . . . . . . . . . . . . . . . . . . . . . . 172,004 248 15,358 187,610 
State police  . . . . . . . . . . . . . . . . . . . . . . . . . . 210,938 58,964 269,902 
State reserve fund . . . . . . . . . . . . . . . . . . . . . 106,653 106,653 

Total appropriations  . . . . . . . . . . . . . . . . . $11,195,406 $4,121,313 $5,689,469 $2,544,392 $899,774 $24,450,354 (2)

(1)  Recorded in the Debt Service Fund for accounting purposes.
(2)  Amounts are reported at July 1, 2004, and do not reflect revisions, if any, subsequent to that date.
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